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Mr. Taser. The committee will come to order. 

We have under consideration this morning the appropriation 
request for the Mutual Security Administration program and we are 
glad to have with us Governor Stassen, who is the Director for 
Mutual Security. 

You may proceed, Governor Stassen. 


INTRODUCTORY STATEMENT ON FORMAT OF JUSTIFICATION 


Mr. Strassen. Thank you, Mr. Chairman, and gentlemen of the 
committee. 

May | at the opening express my appreciation to the committee 
for hearing us this morning and say that it is my privilege and res- 
ponsibility to present for your consideration the broad outline of the 
appropriation request for the Mutual Security Administration pro- 
gram during 1954. 

Mr. (¢ ‘hairman, my staff in working with the staff of the operating 
units have prepared this document in which we have endeavored to 
place together, to facilitate the work of the committee, after consult- 
ing with the chairman, this information which will be given in con- 
nection with our presentation. 

I might, if it is agreeable, refer to the document and its nature. 

Kirst of all it is put together in three sections. It has the tabs up 
at the top. The first section shows the budgetary statement by 
functions. In other words the broad presentation. The section 2 tab 
will show the budgetary statements by areas and country, and section 


3 in the back shows the justifications by area and country. 
(1) 











Now at the ve ry first, we present in table form the various actions 
from an authorizing standpoint that are relevant. On the left-hand 
column you find the budget request of President Truman’s adminis- 
tration and you will notice on the bottom of that first page the $7,600 
million figure with which you have been familiar; and then you see the 


May 5, 1953, request for authority which we presented on behalf of 


President Eisenhower’s administration. In the bottom lines are the 
lollar authorization request—you recall the $5.8 billion figure—then 


d 
the local curre cy request, and finally the total in the last line. 

The third column shows the appropriation authority required after 
application of savings from fiscal year 1953. In consultation, in fact, 
with the chairman of this committee, and in working since January 20 
reviewing the remainder of the 1953 fiscal year, certain savings were 
developed which could be allocated to the 1954 program. 

The fourth column shows how the bill was reported and acted upon 
by the House, H. R. 5710, from an authorizing standpoint. That is 
the $4.998 billion at the bottom of that column; and then the next col- 
umn shows the difference between H. R. 5710 and our revised request; 
and the following column shows the way the Senate acted upon it in 
Senate 2128. The right-hand column simply shows the various 
classifications and the maximum authorizations totaling $5,400,000 ,000. 
I understand the conference committee, Mr. Chairman, begins to 
meet tomorrow, and I presume within a few days we will know 
precisely where the authorization stands in each of these major 
divisions. 

Mr. Taser. Why did the Senate not put in anything on that local 
currency authorization? 

Mr. Strassen. It came up in the Armed Services Committee after 
the Foreign Relations Committee had reported the bill, and the 
Armed Services Committee put in an amendment. I think it would 
be correct to say that they were approving it from the standpoint of 
wanting control budgetwise of all these foreign currencies, and with 
that I am in full accord. There is the problem though that you tend 
to be appropriating twice for the same dollars. 

Mr. Taser. Are you familiar with section 1415? 

Mr. Strassen. Yes. 

Mr. Taser. I do not see how we can have budgetary control unless 
we follow the requirements of that section. 

Mr. Strassen. Yes, sir. 

Mr. Taser. That is, on anything that results in the use of foreign 
currency. ‘That is why I was a little surprised, but maybe they do 
not understand it. 

Mr. Srassen..I think the conference committee may bring out 
some new solution between the two Houses and perhaps at that time, 
when the final legislation is acted upon, either I or appropriate mem- 
bers of my staff can go into it in detail with you and work that out. 

Mr. Taper. All right. 

Mr. SrasseNn. Page 3 shows then the breakdown of the program 
from the standpoint of areas of the world and types of activity, the 
type of activity being across the top and the materiel and training, 
the defense financing or economic support, the special weapons, the 
technical assistance, basic materials, and so forth, are shown there. 
This is the overall program, and then the significant part, from your 


o 
sta idpoint, is over on page 5 Here we come tl en to the comparative 
immary of obligations, functions, and activities 
Mi + L\BER. That Is page 5? 
Mr STASSEN That Is right The next pace aft r tha on Vo 
ther 
\ thie lo rr | h nd coh n | eappropl ) ! j hich 
presenting to this commi Lee 1n ft amount $5,222. } 
[" ! ve show the various chap ’s that are involved and he 
ip to that total 
is ld in 1] V pot oO » the chair ! ad th 
( mitter } | | 1 rr Oo I ao t | 
have this s ial situation ler which the ¢ Leeo 
( i . study which was 1 sted by th ‘ 
lin their review of certain deobligations of o ; 
illy nt d into at the end of tl 1952 fis \ SO 
\ vill see reflected throughout this table that deobligating prox 
peen von ron these recent months, as well as the Pp Obl 
ot reobligating those funds if we are to have the tanks and 
d equipment for these forces that were originallv obligated for at 


d of 1952 but which have not vet been delivered and which, as 

iit of this General Accounting ¢ thee study » have been deoblicate 

So, that is reflected in large measure in this carryover from the 19 
But, the sicvnificant factor right now is the $5.222.033.559 


his the sum of our request to this committee for new obligational 


ority 
FOREIGN CURRENCY INCLUDED IN 1954 BUDGET 

Vir. TABER. Should there be added to the 1952 figures and the 1953 

res a considerable amount o! foreign eurrency that was used? 

Mr. Murpuy. No, sir; they are already on a comparable basis 
in the tables, Mr. Chairman. The local currencies have been i 
cluded in 1952 and 1953 columns 

Mr. Taner. They are included in there? 

Mr. Murry Yes, sir, and they are comparable 

Mr. Taner. But the 1954 figure has none of that‘ 

Mr. Murpuy. Yes, sir; the 1954 figure is on a gross basis in accord 
ance with section 1415 

Mr. Taper. That includes local currency? 

Mr. Murpnuy. Yes, sir. 

M ane LR The 1 it Is not segt rated? 

Mr. Murpny. No, sir; it is included in the figures throughout the 
iocument. It bas been eround into the estimate so that it is not 
recognizable; but, if the committee desires, we can show at al time 


Mr. Taner. We will have to have that. 

Mr. Murrpuy. We will be glad to get it for vou 

Mr. Taner. We will have to have a table showing how it is broken 
down and where it is. 

Mr. Murpny. I have a table right here on that 

Mr. Taner. We will insert it at this point 

The table referred to follows: ) 








4 





Analysis of dollar and local currency content of appropriations requested, 
fiscal year 1954 





3 Mutual def ] l 
1) (] e mil 
N.E.A ry t 
Asi id I ic mili t 
g 10] Amer I blic I ince 
S 4 Mut | Defe F in 
a, wm 9 lefe sul 1 1 economic d ir 
I 
Sec cial procurement 
} ri French NATOr ry produc mn 
|} ng British NATO craft production 
; : lefense support in Formosa and Indo 
r 
ee e equipment and support of 
f Indoct 
S { Mu 1] special-weap lant 
Sec. 54 M ley mer tec ess 
% y N. E. A. re tect il gress and 
pment prog 
Se 12 Asia and | fic regular techr g 
and development progran 


South Asia 
Philippines and Thailand 


Depend verse 
5 40) Amer R bl 
I and dev | 
ft 
14. Ba teria levelop 
Sec.” 206. Special economic assistance in th 


and Africa 


Arab States, Israel, and Iran 

United Nations Relief and Works 
tine refugees) 

Dependent overseas territories 


Se 302 (I Special economi assistance, 
I ines Sadan shake 
Sec. 544. Multilateral organizations 


ot migrants 





Agency (Pales- 


ymstru 


Se 4 ral technical cooperatic 
Sec. 54€ nal children’s welfare work 
Sec. 53. ght 
Sec. 303 ited Nations Korean Rec 
tion Agency) S » 
tal dollar authorizatior 1 
Add local currency authorizat 


lotal authorization request 


Fiscal-year-1954 budget request 


Dollars 


$3, 548, 374, 054 
2.179, 689, 870 
906 959 O10 
1, 057, 431, 674 
14, 999, 600 


974, 021, 427 


100, 000, 000 


128, 363, 500 


15, 000, 000 


164, 000, 000 


94, 400, 000 


"104, 478, 578 


| 10, 000, 000 

13, 750, 000 

9, 000, 000 

| 1, 428, 578 

| 70, 300, 000 
| 


Local currency 


$A 


, 196, 000 
12, 508, 040 
4, 829, 210 
2, 444, 340 
414, 410 


&, 200, 000 


25, 000, 000 


93, 396, 000 


Total 


$3, 598, 570, 054 


2, 222, 197, 910 
301, 082, 120 
, 059, 876, 014 


15, 414, O10 


992, 221, 427 


100, 000, 000 


128, 343, 500 


40, 000, OOF 


164, 000, 000 


94, 400, 000 
104, 478, 578 
10, 000, 000 


13, 750, 000 
9, 000, 000 


1, 428, 578 


70, 300, 000 


5, 222, 033, 559 


Mr. Srassen. On page 5 the major chapter breakdown is shown. 
If | may, I will refer to how these chapter subjects are then presented 


in detail. 
Chapter 1 is the materiel 


defense materiel and training—and you 


will notice that the appropriation request for this purpose appears a 
short distance down on the right-hand column and is in the amount 


of $3,598 .570.054 in 1954. 


If you will turn over to page 6, you will see where that figure of 
You will see it on the bottom of this 
next page and will see how that ties in; and then we begin to get into 


$3.598.570.054 is taken up. 








ov 


more detail by geographical areas. The next item on page 5 is 
chapter 2 which carries the figure of $992,221,427. With reference to 
the $992,221,427 you go back to page 33 and you will see that 
breakdown. It is under the second tab—the chapter 2 tab which 

up above there; you flop that back and you get the $992 million. 
[his is the way the book is put together; it starts there to break 
lown by ge eographical areas. 

Mr. Gary. Mr. Chairman, may I ask a question? 

Mr. Taper. Yes. 


OBLIGATIONS, 1953 AND 1954 


Mr. Gary. This table on page 5, as I understand it, is an obliga- 
tions table and not expenditures? 

Mr. Strassen. That is right. 

Mr. Gary. And the total obligations estimated for 1953. is 
$4,463 million as compared with $5,222 million for 1954? 

\Mir. Srassen. You are right on the first item, and that is of course 
vhere you reflect this major deobligation that has taken plece by 
eason of the General Accounting Office study which this committee 

quested a year ago. During fiscal 1953 this very major deobligation 
has taken place. Then there is the question, which comes up in 1954, 
oO] the process whie h is now under way of prope rly reob ligating tho se 
funds, and then there is the question of the $5,222 million in the new 
obligational authority for the new program. ‘That is the major figure. 

Mr. Gary. That is what you are asking for the new program? 

Mr. Strassen. That is right. 

Mr. Gary. But you will have some left over from 1953 to obligate 
also? 

Mr. Strassen. That is right. 

Mr. Murpny. The gross obligation in 1954 will be $7.4, billion 
financed partly with carryover and partly with appropriations. 

Mr. Strassen. This deobligation becomes a very major item in our 
situation af the present time. There has been a deobligation in the 
order of more than $1 billion and it is represented by such things as 
tanks which were to be reconditioned and sent to Europe. 

Mr. Taper. Is not that figure $2,172,000,000 according to page 5? 

Mr. Strassen. That is the total, but a part of that we do not intend 
to use for the 1952 or 1953 programs. We are applying part of that 
in our reexamination of savings to the 1954 program. A part of this 
carryover there is what might be called a more normal carryover of 
certain items that have not yet been obligated, such as aircraft 
contracts that might be modified. All that detail will be given to the 
committee. 

DEOBLIGATION PROGRAM FOR 1953 


Mr. Gary. What is your deobligation program for 1953? 

Mr. Strassen. At the end of 1952 as I understand it there was a large 
amount of obligations placed on the books. This committee raised 
some question about those which were in the defense portion and re- 
quested, as I understand it, a General Accounting Office study of 
what had been done in the Department of Defense with respect to 
obligations. That study was conducted by the General Accounting 
Office, and they ruled that a number of items were listed in this pro- 
gram as obligations which were not valid obligations. That is, if you 
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‘or « xample that a Ce rtain number of tanks in a United States 


ordnance depot were intended for Europe, they ruled that you could 
not call that an obligation until certain earmarking and certain status 
I ts of Te rehs bilit Lon, had cone forward Likewise that 
same situation existed in regard to supply of stocks, and you had to 
a certain process before you could eall it an obligation 
() ha | im! if iten that had originally 
, ir 1952 program are nov being de- 
O and will | e to be placed back in obligations if the tanks 
itely to co to Murope in aAacce rdance with the 
G | Ace ) rule That becomes a very major item 
t} now co ned with straightening out, and it concern 
t} ! 

\ oO 

1) ! ) 

\I ( | i to a one thing traight in my mind; the 
$4 Af I lion at the foot of the second column is the amount that 1 
ali firmly obligated That is the estimated amount for 1953 
wit! eference to this amount which vou have been talking about 
t been deobligated: is that correct? 

Mr. Strassen. Yes, sir; this is what might be called the net obliga- 
tl { | e concluded in 19 


MOUNT OF PROP ED REAPPROPRIATION OF UNOBLIGATED BALANCES 


Mi COTTON. The amount of me ney that was originally considered 
obligated has been deobligated and you are asking that it be reappro 
priated again. 

Mr. Stassen. Yes, sir; we are asking carrvover rights on it. 

Mr. Corron. That is on a portion of it? 

Mr. STASSEN. Yes, sir I would say that there is about $500 million 
that, in effect, we are not asking carryover rights for, in that we are 
applying on our 1954 new program. There is about $1.500.000.000 
of the earlier programs which we are asking to be carried over for 
those same purposes for which they were originally programed. 

Mr. Corron. This amount which you are asking for carryover 

Mr. Strassen. No, sir; it is not. 

Mr. Corron. That makes up the figure of $7,404,000,000? 

Mr. Strassen. That is correct. 

Mr. Cannon. Off the record. 

Discussion off the record 

Mr. Gary. Off the record. 

Discussion off the record.) 

Mr. Taser. That table insofar as it relates to 1952 and 1953 will 
be net obligations during each of those years or gross? 

Mr. Strassen. It depends upon the meaning of gross and net, Mr. 
Chairman. 

Mr. Taser. If you subtract the deobligations from the gross you 
would get the net. Now which factor is involved in the table? 

Mr. Strassen. From that standpoint it would be net, would it not, 
Mr. Murphv? 

Mr. Murpny. That is correct. 
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Mr. Taner. That is the net after the deobligations have been 
deducted? 

Mr. Strassen. That is right. 

\(r. Taser. And that applies to both of those years? 

Mr. Strassen. That is right. 


DELIVERIES 


Mir. Taser. How much of that $4,463,000,000 of obligations is 
presently represented by deliveries and payments and how much of 
it still remains in obligations? 

Mr. Strassen. We will have to cet the tables out on that. 

Mr. Taser. But we do not have another table on that? 

Mr. Murpuy. We will have additional tables as we go along on 
leliveries. I happen to have here data as of April 30 on deliveries. 
The total materiel that has been delivered since the inception of the 
program—these are cumulative figures—and charged to the military 
assistance appropriations through April 30 of this year—was 
$5.239.000.000. 

Mr. Taper. That is since the inception of the program? 

Mr. Murpuy. Yes, sir; since the inception of the program. 

Mr. Taser. And that date is April 30? 

Mr. Murpuy. Yes, sir. In addition there were shipmeats totaling 
$755 million which were excess equipment which were not charged to 
the program except insofar as the cost of repair and rehabilitating and 
shipping the equipment was concerned. 

Mr. Taser. Those were deliveries? 

Mr. Murpny. Yes, sir. 

Mr. Taser. Ia addition to the $5,200 million? 

Mr. Murpuy. Yes, sir. The $5.2 billion, you understand, is not 
all of the military assistance. 

Mr. Taser. I understood that. The $4.463 billion is not either, 
Is 1t? 

Mr. Murpuy. No, sir; that is correct. These figures which I 
have been giving you on shipments are strictly military end-item 
assistance figures. 

Mr. Taser. You mean the $5.239 billion and the $755 million? 

Mr. Murpuy. Yes, sir; that is military end items. 

Mr. Passman. Mr. Chairman, may I ask a question off the record? 

Mr. Taser. Yes. 

Discussion off the record.) 

Mr. Taser. The technical assistance item is not represented at 
all in those figures which you gave me as to the deliveries? It is 
simply military? 

Mr. Strassen. That is right. 

Mr. Taser. Nor are the other items like direct economic assist- 
ance? 

Mr. Strassen. No, sir; they are not. 

Chapter IV as you will see has the mutual development and techrical 
progress. That item you will notice on the bottom about two-thirds 
of the way down on page 5 is in the amount of $426,763,500. That 
is the appropriation request for chapter IV. You turn back through 
the tab which is labeled chapter LV and get back to page I-39 and there 
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you set the beginning of the breakdown of that $426 million at thi 
bottom. of that pace Here again we show the different areas of thi 
world and the following page will break it into detail. That is th 
method of puttin ‘this document together tab by tab. 

In reeard to the second section of the document we have taken thi 
ppre ach: The second sectio1 COC on our new program basis. and 
relates back to this pa I—3 If vou will get page I-3 in front of von 

l lnmMal bl Oo! ection | s 
In this second section you will notice throughout the document th: 
we have it separated by colors. Blue is the color for Europe whicl 
I t » the first tune olurmns 1 and 2, of that summary table. But 
t be to section vou start the cow try breakdown. an 


thro out the document the blue will be Europe. The blue tabs 


Vi i notice 1 ci n the hole do I nt country count 
TH low tal ll | he Near East and Africa: the grec tab 
be the Far East and Asia, cou ry by couniry ; and the red tabs v ill 
| hy Ag cr rl 

| ) ; e al data wi espect to the economie fact 
and other pertinent information, and more or less the justificatio 
oO | ) behi pl ran | plans and pl ramed request 
wl ame tab for ame co tries 

rit ta etl 2, ps | here you had the distribution of t] 
fise 1954 program {ol the European area by ou try, you will noe 
the mutual-defense materiel and training and the defense financi 
and so fort] Ther vou see the country of Belgium where the amour 
is $182 million Take the blue tab right under that which is label 
Belgium and pull that up and you have page 7, section IT, and he 
vou start the detail of what it is that we are pr posing to lo in Belgiun 
On this, the Department of Defense bas prepared the cumulati 
program from 1950 to 1953 and it shows what has been charged 1 
these appropriations and what has been shipped and what is to 
shipped i) tl pro] 1 1954 program 

Mr. Gary. They ha yme very effective charts up here last ye 
Do vou have those charts again this year? 

Mr. Strassen. They will have the charts and will have a mor 
a uiled present ition 

Mr. Gary. Those charts will show the data on the ships and 


Lil 
Mr. Srassen. That is right, and they will have additional de 
ailed information behind these statements as you come to them 
and as they are referred to. 

Here you see the Army, Navy, and Air Force breakdown; and, down 
below, they have put in on the left hand side the training program 
The Army materiel there is $85 million in the case of the new program 
for Belgium, and it shows the light tanks in the proper column 
They have shipped 135 and there are already in the program 55 more 
to be shipped. There are proposed 32 more to go there and they 
are to cost $3,790,000. These matters, of course, will be gone into 
by the Defense witnesses. 

Mr. Taser. Does that mean that there has been shipped to Belgium 
a total of 3,700 tanks? 

Mr. Strassen. That figure includes all combat vehicles. Including 
all combat vehicles that figure is correct. 

(Discussion off the record.) 





of 


9 


Mr. Taner. Who is going to tell us why we should have the number! 

of items that appear here? 

Mr. Srassen. The Defense Department by services will tell you 
in which the military advisory groups in these countries have 
ip the requirements list to meet the goals that have been 

d upon for the forces in the country involved 


rRUCK REQUIREMENTS 


M .BER. I notice there is quite a considerable number in here 
icks 

\ STASSI 1es 
Taner. There is an item of 3,100 trucks—there are two items 

[r. STASSI ¥ Ss 
\ Taner. That is one-fourth of the whole program for the Army 
l’ have considerable truck capacity themselves. Why could they 
ike care of that? Ido not know that vou are prepared to answe! 


it that is something we should ¢o into. 
STASSEN Yes; the military \ I] "oO Into the matter ot now 
trucks the forces should have, and the faets on which 
isory group in that count based its effort ma 
nu bers of trucks t] ey have for col i] at p rposes and t 


n ad | to be supplied by this country to meet the deficit. 


1 
Hie amount 


TRAINING PROGRAM 


[r GARY. Before we get i Lo the othe r matter, May | i k you this 
about the training program: what does this 1 pl se! 
nN. In the An Force, it means the tra vf jet pilot 
Mr CARY. [ mean just this—does this it represent ha e 
tributineg 
N STASSEN. T'} amount shown represent the co 
program for fiscal year 1954 is shown on the right-hand sid 
he column, in numbers of people being trained 
Ir. Gary. That show the total number of peopl being trai 
hat program. 
Mr. SiAssen.. Yes. 
Mir. Gary. With tunds which we are contributi 
\ir. Strassen. To which we are contiibuting, and some of thos« 
ous are being’ trained in this COUNnLrS This Is the cost to the De 


partment of Defense, for which is reimbursed out of the Mutua 
Security Program 

General Stewart will go into that more fully with you. 

Mr. Gary. But this indicates the training forces that are provide 
lor by the funds indicated here. 

General Stewart. Paid for by these funds 

Mr. Gary. And the numbers shown in the small box represents the 
training courses in those areas. 

General Srewart. That is correct. 


PROGRAM FOR BELGIUM 


Mr. Strassen. If you will refer back to section III, the blue table 
for Belgium-Luxembourg you can see more detailed information about 
Belgium and its capacity and the situation in Belgium. 
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And this has a bearing on whether it is paying enough of her bill on 
that item. 

Also, you will see here indicated its resources, what its gross na- 
tional product is, its foreign balances,}and what its budget situation 
is, its reserves, and so forth. 

Now, in the case of Belgium we have taken the position in the aid 
program, so far as economic aid is concerned, that there is to be no 
economic aid, but it is to provide for mutual defense. In other words, 
they have recovered sufficiently in Belgium that we do not set up 
anything for economic aid, but we do have provision for military 
assistance. You will also see on the left side the anticipated defense 
expenditures by Belgium for the purposes that are listed. Belgium 
operates its own projects and construction program. The materials 
purchased on their own are shown in that next little box; the number 
of combat vehicles, the expenses for electrical equipment, and so on. 

It is the judgment of the people who have worked on this, that the 
amount of military equipment that is in the 1954 program should be 
borne by the United States in our own national interest. And the 
increase in expenditures shows about what you would expect them to 
do at the present time. They should continue to increase their own 
defense effort, and we feel they can do it, because they are improving 
their financial situation. 

Mr. Gary. Do you have any figures here that would show their 
defense effort, such as the length of the training period? 

Mr. Strassen. The Defense people can show that, but in the case 
of Belgium they have a 2-year selective draft. That will be gone into 
more fully when we get into the details. 

Mr. Gary. You do not have any tables on that now? 

Mr. Oury. That will be provided later on. General Stewart will 
present for the record that information for the individual countries. 
In addition, he will have secret information on forces, and so forth, 
that he can tell you about off the record. 

Mr. AnprersEN. Mr. Stassen, I am looking at these 2 pages relative 
to Belgium, page 7, section 2, and page 21 in section 3. 

Mr. Strassen. Yes. 

Mr. Anpersen. In relation to these trucks and materials shipped 
to Belgium, are any of these actually produced in Belgium, thereby 
adding to its economic structure, or does this represent trucks that 
actually go over there and are paid for from here? 

General Stewart. We have purchased no trucks in the country. 
Except for a small number in Italy that were destined, just a few, 
for the Italian Army, and some for Turkey, all the other trucks have 
come from United States resources. Some of them were in Germany, 
and some of them were in this country. 

Mr. Stassen. These noncombat vehicles in the defense expenditure 
chart on page 20 are trucks they have paid for themselves. 

Mr. Onty. Yes. 

Mr. Strassen. We do not buy them. 

Mr. ANpDeRSEN. Just a little more detail, General, about these 
items of materials. Are they produced in Belgium and resold, some 
of them, to the Army, and charged to this appropriation and included 
as shipped to Belgium? 

General Stewart. Yes, 
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Mr ANDI RSEN. Is this a line of direct economy or indirect econ- 
omy, from which they benefit? 

Mr. SrassEN. You mean offshore procurement of such items? 

Mr. ANpERSEN. Yes; in other words, Mr. Stassen, you have just 
stated that we do not intend to give to Belgium any economic aid in 
the 1954 program 

Mr. Strassen. That is right 

Mr. ANperSEN. But are we not actually doing so, in having them 
in turn furnish a portion of the equipment detailed on page 7 of section 
II? 

Mr. Srassen. If, for instance, we purchase any ammunition to be 
manufactured in Belgium it gives them a chance to earn dollars for 
balance of payment, but it does not give them budgetary aid. In 
other words, it is not like the grant-in-aid of an economic character. 
But it does give them a chance to earn dollars. The offshore procure- 
ment does not help them in their own budget such as the way in whieh 
the old Marshall plan, economic aid, was used. 

Mr. AnpeRsSEN. Thank you. 

Mr. STASSEN You will notice that in the detail yNrogvrem, if you W ill 
urn to the vellow tabs, which, as 
you will turn to page 35 vou will see a summary of the Near East and 


I indicated, was section TT, and if 


Africa Here, of course, we are not involved in auy laree amount 
There we show a breakdown on page 11-35 of the yellow tab 
Kor example take Lib, ®, vou will notice an item in there of 


b aftei Labva’s name. you 


1 { a. . WT tery } . ] 7 
$1 { OOC; 1f vou wil! turn to the vellow ta 


will see what that money 1s for. 


Then. further on, vou will see the story of Libya in part 3: you can 
turn there and get a detailed story about Libya. It is a little country 
down in north Africa That section CIVeS the population the kind 
of technical assistance we are giving, and any other information 


about Libva that is required 


THORITY FOR ADDING ADDITIONAL COUNTRIES TO PR¢ RAM 


Vir Ta BER suppost we want to find out as to 2714 country why it 
has been added to the list of those who were to receive funds °t one 
time or another, or why an increase has been made to this place, or 
how it is receiving that increase. 

\ir. Stassen. The que stion of a country beme added to the eligible 
list—that would be done through a Presidential determination, and 
you could request me to furnish the details on it The method used 
in the first instance is in the form of a memorandum to the President, 
which is concurred in by the Department of State, the Department of 
Defense, and the Bureau of the Budget and myself, and it is presented 
to the President. If he CONnCUTS with the finding, he cle erml LES tl atl 
the country is eligible. If it is a matter of change in the amount 
likewise that decision would quite likely have been coordinated with 
the Department of Defense and you can be advised in detail on how 
the decision was arrived at. 
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INCLUSION OF PROGRAM FOR SYRIA IN 1954 


Mr. Taser. I notice, for instance, your starting with Syria in 1954 

Mr. Strassen. Yes. 

Mr. TaBER. Section li, page 53. 

Mr. Strassen. Yes. 

Mr. Taper. In the amount of $2,937,000. 

Mr. Strassen. That is right. 

Mr. ‘Taner. Why are you starting in with them and adding another 
item? It seems that they have not only been put in the program from 
the economic standpoint, but the total overall figure seems to be run- 
ning somewhere between $20 million and $28 million. 

Mr. Strassen. There is an expansion of this program for Syria and 
certain Near East areas. The reason is that that part of the world has 
a very large oil reserve and is in a very strong strategic position in 
reference to the Soviet Union. 

I think my staff may have here a chart of the Near East, of the 
countries bordering on the Soviet Union. 

These are the countries that border the Soviet, indicated by this red 
line. 

The other major reason is that Syria is one of the first places where 
you can develop a place for the Arabian refugees to go. There is land 
without a large population, and there is a river, which can accommo- 
date hundreds of thousands of Arab refugees by finding some place 
where they can begin to earn a living. And although that is granting 
relief, it does to an extent, as between Israel and the Arab States, ease 
up an extremely explosive situation which could extend out some dis- 
tance in that part of the world. 

So there are two basic reasons why it is proposed that Syria be 
brought in. 

This map indicates the Near East area, where we are giving in- 
creased attention. Here you have this long distance of the border 
with the Soviet Union. Down in here you have more than half of 
the known oil reserves [indicating]. 

farther south 

Mr. Taper. Farther south there is not much oil. 

Mr. Srassen. No. But it is a matter of building stability in a 
situation so that the Communists do not take over the country by 
infiltration and do not have a wide-open situation to move through. 

The President and the National Security Council are recommending 
that we strengthen this situation in the Near East, and a part of this is 
improving the economic situation in Syria, in Iraq, in Jordan, and in 
Egypt; and another part is to add a little sinehath in this area of 
Pakistan. They have some good fighters there, a part of the old 
Indian Army, and also they are across this historical pass of the 
Himalayas. And this is an effort to try to help build up this part 
of the world, and the program does propose an increase in strength 

to that area. 

I do not know that we have here at present a chart that would 
show the oil situation, but we can bring up a very graphic chart 
showing that picture to you. That is one of the basic questions we 
have now in looking forward to adding strength to the Near East 
part of the world. 
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\ir. Taser. I do not know whether now is the time to do it or not, 
it 1 want to ask you a question, which you will probably want to 
unswer off the record. 
Off-record discussion. ) 


UPRISINGS IN SOVIET SATELLITE COUNTRIES 


\f 
\ 1 


r. Taser. I cannot understand the story that came in from 
Germany, East Germany and some parts of Czechoslovakia, Rumania, 
| Poland, that these uprisings were inspired by a lack of the avail- 
bility of food. 

Mr. Srassen. There are some conflicting reports on that, too. 
me say that it is not a matter of food shortage which has been in- 
olved, but that the cry has been free elections, and unity for Germany, 
and ‘“‘Ruskeys Go Home” from Poland. They are trying to get the 
Red army out. There are other indications that there has been a 
ortage of food. Our past experience in that respect indicates that 
Soviet could have a surplus of food and still pull food out of the 
.tellite countries, depending upon their attitude at the time, and go 
ahead and let people Starve, as they would be ruthless enough to do. 
(here are times when they would pull food out of Rumania and Bul- 
ia in the past and leave them without enough food to get along on. 

it is hard to be sure what the situation is in this case. 


YUGOSLAVIA 


Mr. Taner. Thereseems to be quitealargeitem in here for Yugoslavia, 
Ir. Srassen. Yes, there is. 
Mr. Taser. Almost half as much as for Biitain, or a little better, 
| 


| guess. I am wondering if that amount can be justified. 


) 


Mr. Srassen. You will find it in section 2, page 33, Yugoslavia 
program, the blue tab on the bottom of the row. 

You see there in the 1954 program a total of $261 million including 
military assistaace and defense support. You see it broken down for 
materiel, and divided by Army, Navy, Air Force, and you see the 

ms that are involved as they are on these sheets down the line, and 
then, of course, the training program. 

Now, Yugoslavia is in a very strategic position, and the indications 
are of turning more and more toward the West both in an economic 
and a political sense. 

Likewise, Yugoslavia is on a direct line from northern Africa into 
the heart of Russia. 

So that all of these things combined, even though Yugoslavia is not 
a part of NATO, have caused the decision that it is in the United 
States interest to spend this amount of money to build up the military 
strength in Yugoslavia. 

Mr. Cannon. May I inquire, Mr. Chairman? 

Mr. Taser. Surely. 


INFLUENCE OF TITO IN YUGOSLAVIA 


Mr. Cannon. To what extent is the situation in Yugoslavia built 
around the head of the state? In case of his death would the whole 
situation disintegrate, or is it a stable economy which will not be 
disturbed by relinquishment of his control? 
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Mr. Srassen. The present Government entirely centers around 
Marshal Tito. He does have a Cabinet and he does have a Parliament, 
and recent indications are of his relaxing a bit of some of his contro] 
over the economics of the people. ‘They are tending to move bac! 
toward the right of private business among the merchants, and thi 
right of individual farmers to have their own land and their ow: 
crops, money, and business. The matter of appraising what woul 
happen if something happened to Marshal Tito would be a question 
really, that you should ask the Secretary of State. 

Mr. Cannon. Off the record. 

Discussion off the record. 

Mr. Srassen. Mr. Chairman, with your permission, I will conclud: 
my general statement, as I think it is the policy to give the back 
ground before we move into the details by services. 


OBJECTIVES OF PROGRAM 


This program, in its size, composition, and major objectives reflect 
the philosophy and principles of President Eisenhower which he ha: 


so oiten and so eloquently expressed, Its basic purpose is, m his 
words, ‘‘the long-term security of the United States living in th 
shadow of the Soviet threat.’ Its objective is peace—peace witl 
JUSTICE peace with freed m peace with progress It seeks to 
bring about among the free nations mutual streneth, mutual con 
fidence, mutual understanding, and mutual progress. 


The program is a product of the world situation in which we un 
fortunat | find ours lves lt repre ents one of those measul 
which are indispensable to the defense of our liberties and to th 


preservation of the freedom, common heritage, and civilization o 





our pe ple Free nations continue to live in pe rl and their abilit 
to survive as free nations now depends upon their ability to defen: 
themsel g 
DEVELOPMENT OF 1954 PROGRAM 
Pefore turning to a more detailed analys’s of our specific appro 
] tion request, | believe it is important to outline in some det 


the fundamental concepts that underlie these requests and the lon 
painstaking process of analysis and screening that lies behind them 
In imtroducine this particular subject, I can do no better than to 


quote from President Eisenhower’s messave to the Congress of May 5 
1953, in which he said the following: 

] Mutual Security Program for 1954 has been developed by the new adminis 
tration after the most careful study and deliberation. All elements of the progran 
have been reviewed in great detail, all proposals subjected to thorough scrutiny 

From this study I have come to certain clear conclusions 

First, the United States and our partners throughout the world must stand 


l 

ready, for many years if necessary, to build and maintain adequate defenses 

Second, to accomplish this objective We must avoid so rapid a military buildup 
that we seriously dislocate our economies. Military strength is most effective 
indeed it can be maintained only if it rests on a solid economic base. 

rhird, we must help the free nations to help themselves in eradicating condi 
tions which corrode and destroy the will for freedom and democracy from within 

Fourth, it is necessary to do more in the Far East. We are proposing to mak 
substantial additional resources available to assist the French and the Associated 
States in their military efforts to defeat the Communist Viet Minh aggression. 

Fifth, since it is impossible to forecast precisely the vear and moment when 
the point of maximum military danger may occur, the only prudent course calls 





gy RTE cise 
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a steady military buildup, with our partners throughout the world, sustained 
ind planned so as to use our joint capabilities with maximum efficiency and 

nupum strain. 

The request before you, and the proposed mutual security program 

hich it is designed to support, results from an exhaustive review of 


= national security policies as well as from a detailed evaluation in 


he operation and effectiveness of past and present mutual security 
programs. It reflects months of work in and under the direction of the 
National Security Council, where each of our security objectives was 
arefully studied and its importance weighed in relation to domestic 
fiscal considerations. It represents an attempt to balance the need 
for military strength, on the part of ourselves and our allies, with the 
jually important objective of maintaining sound economies here and 
io ‘oad which are capable of sustaining that military strength for an 
predictable future. The program ¢ also takes into account the find- 
7s which were made by special evaluation teams comprised of ne rs 
60 outstanding leaders of American industry and finance in 12 of the 
major countries now participating in the program. In addition, it has 
taken into account the experience, knowledge, and the perspective 
vhich were gained by the Secretaries of State, Defense, and Treasury 
and myself during our several trips to Europe, and particularly in the 
course of the April meeting of the North Atlantie Council in Paris I 
icht also Say that the trip which secretary Dulles and I made to 
south Asia and the Middle East strengthened our conviction that the 
portions of the program proposed for these areas are of the greatest 
urgency and importance. 
The kind of screening, evaluation, and analysis which has gone into 
development of this program can perhaps best be illustrated by 
acing the successive reductions which have taken “— ice in the course 


of its preparation. The requests received late last fall from the agen- 
cies participating in the program tataled more than $9.5 billion 
These requests were based on an analysis of requirements as they the 

appeared to exist. As a result of the normal budget review process 
hey were reduced to the $7.6 billion which was contained in Presi- 
dent Truman’s budget of early January. After January 20, as 

result of the review under President Eisenhower’s direction by the 


\ 


National Security Council to which I referred a 
examination of the problem by the Bureau of the Budget, the program 
was further reduced, and as so reduced was cont: aa in the request 


j 
pores me a secona 
2 


for approximately $5.8 billion, plus appropriations to cover local 
currency in the amount of $98 million, which was contained in the 
program submitted by President Eisenhower to the Congress. In 
other words, the program actually proposed was more than $3.5 
billion less than the program which the several agencies developed, 
based upon r equireme nts in the preceding administration 

Moreover, in presentin g the foregoing program to the authorizing 
committees, witnesses of the executive branch stated that as the 
result of a rigorous screening of previously authorized programs, 
substantial savings would be effected in their execution. They 
promised to keep the ap propriate congressional committees apprised 
of the progress being made in determining the probable amount of 
such savings, thus enabling appropriate adjustments to be made by 
the ar ithorizing committees before reporting the legislation to the 
Senate and House of Representatives. In accordance with these 


“OO Ko ¢ 
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promises the House Committee on Foreign Affairs and the Senate 
Committee on Foreign Relations were advised on May 27, 1953, that 
the process of rescreening indicated that some $404 million of pre- 
viously appropriated funds would not be needed in order to meet 
normal requirements under the fiscal year 1993 and prior programs. 
After reserving $50 million of this amount to meet any new and 
urgent fiseal vear 1953 requirements which might need funding before 
the end of the fiseal year, it was recommended that this sum be applied 
to reduce the new obligational authority required to finance the 
fiscal vear 1954 program. 

| sho i] | emphasize that the reduction in the new obligational au- 
thority required for the fiscal year 1954 program below the $5.8 billion 
originally requested did not mean a reduction in the physical activities 
and programs which it was proposed should be carried out and 
financed during fiscal year 1954. The activities and programs pro- 
nosed remained the same as those embodied in President Kisenhower’s 
request, but the funds required to finance this program could now 
come from two sources—first, approximately $5.47 billion from new 
oblicational authority; second, about $354 million from appropriations 
for prior years which would no longer he required for their originally 
programed purpose. This assumed of course that the Congress would 
authorize the continued availability of these ‘‘savings” during fiscal 
year 1954. 

As the foregoing letter also indicated, we have continued, and will 
continue in the future, constantly to screen the proposed program 
and past programs for the purpose of finding further savings. This 
continuous process has already produced additional dividends. You 
will. therefore, note that the request before you is less by $156 million 
than the request for appropriations authority as if was revised down- 
ward on May 27. This further reduction reflects in part the avail- 
abilitv of that portion of the $50 million reserve which was not in fact 
required for emergency needs before June 30, 1955, and in part 
additionally developed savings. 

You will. therefore, see that the new administration had done 
evervthing in its power to pare down the new funds required for this 
program to that level which it believes to represent the minimum 
consistent with our national security. In making such a statement, 
however, I want to assure you that in the administration of this new 
program we shall continuously be vigilant in our efforts to secure 
further savings where these can be made without imparing the funda- 
mental purposes of this program. The organizational proposals 
which have been transmitted by the President to the Congress in the 
form of Reorganization: Plan No. 7 should facilitate our efforts in this 
regard, although I should emphasize that greater efficiency in opera- 
tions rather than further savings in administration is likely to be the 
most important product of these proposals. 

Under these reorganization proposals the program will be carried 
out under the direction of the President in a manner closely integrated 
with the total program of the Government. It will reflect the foreign 
policy cuidance received from the Secretary of State, the views on 
defense policy provided by the Secretary of Defense and through 
him by the Joint Chiefs of Staff, the recommendations of the Secre- 
tary of the Treasury on financial policy, and the views of the Director 
of the Bureau of the Budget with respect to sound budgetary prac- 
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tices. The program will make use, wherever appropriate, of the 
services and advice of other departments and agencies of the Gov- 
ernment, such as the Departments of Commerce; Agriculture; In- 
terior: and Health, Education, and Welfare. 


PROVISIONS OF AUTHORIZING LEGISLATION 


It will be useful at this point to divide the $5.8 billion program 
ansn itted by the President to the Congress on May 5. 200c; into 
3 major component parts. While, for the reasons indicated above, 

ve propose that a portion of this program be funded from the carry 


{ 


over of previously authorized programs, it is of course the 
pregram which concerns this committee. Ot this total, slich ly over 
G4 billion Was requested for muti al aerating materiel and train 
Of this latter amount, approximat > bi ve was requested for 
he Kuro pean aree, about $1 billion for os Kar East, sh htly over 
$475 million for the Near East and $20 million tor Latin America 
Phe Senate version of the authorizing legislation approved these 

rams in the recommended amounts. The House version reduced 

‘authorized programs for Europe and the Near Hast by $100 million 

ar This portion of the program is covered by lapter I of the 
wut orizing legisl: ation and of the budget estimates bel iore you. 

Within the $5.8 billion, $995 million was requested over and beyond 
he $4 billion figure, for mutual defense financing. This portion of 
the program, which is covered by chapter II im the authorizing bill, 
likewise has a military purpose. It is designed to assist certain 
ountries in Europe and the Far East in carrying out imports unt 
defense objectives which they could not otherwise carry out without 
ery serious economic consequences. Of the total of $995 million, 
$400 million would be specifically directed toward the procurement 
of equipment, materials, and ean ine are required by, or are 
necessary for the support of, forces of France which are located 1 
Indochina and of the Associated States of Cambodia, Laos, and Viet- 
nam, $200 million, evenly divided between the two countries, is 
intended for the manufacture in France and the United Kingdom of 
weapons required by and to be delivered to French and British forces 
required for the defense of the North Atlantic area—ia the case of 
France, artillery, ammunition and semiautomatic weapons, and in 
the case of the United Kingdom, modern military jet aircraft. Another 
$100 million is designed to finance United States exports to the 
United Kingdom of certain commodities, particularly of wheat, 
cotton, and lard, of which we have an ample supply. The balance of 
the $995 million, or $295 million, represents the minimum in terms 
of defense financing for other countries in the European area and for 
programs in Indochina and Formosa. 


ASSISTANCE TO THE UNITED KINGDOM 


[ should divert from my outline of the major provisions in our 
request to. give some indication of the meaning and purpose of the 
above-mentioned assistance for the United Kingdom and France. 

In the case of the former, it will be noted that direct financial assist- 
ance would be cut in half from fiscal year 1953 to fiscal year 1954, and 
I might add that we contemplate a further substantial additional 
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reduction in the following year with an early termination of all 
assistance of this form. While the resulting loss in dollars for balance 
of payments purposes will partially be cushioned by increased earnings 
on offshore procurement contracts, such earnings will not ease or 
assist the United Kingdom in meeting its internal budgetary problems. 

I think this might be one of the most important problems. In the 
center section of the book there is the United Kingdom which is next 
to the last tab, just ahead of Yugoslavia. 

You will find on the left-hand page of part II, page 30, that this last 
year they received $409 million in defense support and special defense 
financing. We are proposing for 1954, $200 million, $100 million 
defense support, and $100 million special defense finance. 

That is cutting in half what might be called budget support for the 
United Kingdom 

I realize that there have been reports of some reduction of taxes in 
the United Kingdom, and the very definite question is how much aid 
should go to the United Kingdom. 

Here is their situation, and if you go into the third section of the 
UK story you will find these significant factors in there: over on the 
left-hand side below you will find that they are making a very sub- 
stantial defense effort of their own, over $5 billion with their gross 
national product shown there as $43 billion, which is a very substantial 
portion of their whole gross national product for defense purposes. 
Under the previous government they were losing their dollar re 
sources very fast, and when this government came in they had to 


take some very stringent measures to turn that corner. There was 
very great danger under the previous UK Government, but they are 
now building up. They are improving their strength, there is no 
doubt about it; but they are still paying heavier taxes by a consider- 
able amount than we are in this country, even though they have 


made that tax reduction 

We fee! that if we cut them from $400 million to $200 million and 
if we relate $100 million of that $200 million directly to their air force, 
and we want them to keep their air force strong, because the RAF is 


a verv important forece—that it is certainly in the national interest 


Mr. Gary. What is their reserve situation at the present time? 
Mr. Strassen. About $2,500 million for the whole sterling area. 


Thev got down as low as 1.6 billion for the whole sterli ¢ area in 1951. 


Mr. Gary. In addition to the complaint that they are reducing 
their taxes, When we cannot tn this country, [ heard the charge the 
other day that President Eisenhower had given up his yacht, but that 
England was providing a $93 million yacht for the new Queen. What 
is the answer to that? 

Mr. Strassen. I will look up the Queen’s yacht. I do know Presi- 
dent Eisenhower has given up his yacht, but it is a proper question 
to raise in relationship to it. 

(The following information was supplied for the record.) 

A vessel called the H. M. S. Britannia will be completed in Great Britain in 
early 1954 at an estimated cost of about $5 million. The Britannia will transport 
the royal family on official voyages, but it is also designed to serve as a hospital 
ship to be operated by the Royal Navy. 
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PHASING OUT OF ECONOMIC SUPPORI 


We feel that this economic budget support should be phased out 
entirely in Britain at an early time. 

The Secretary of the Treasury looked into it with the rest of us in 
March and April, and we feel it is better to cut it down from $400 
million to $200 preg and phase it out gradually than it is to drop 
precipitately out of it, because in the long run if we set adverse factors 
In process the »y would start their reserve sliding again, and in the long 
run in the world situation it is more of a disadvantage to us than it is 
to phase them out this way. We are proposing that not only do we 
cut the aid in half, but that $100 million must be used for the RAF 
for financing production of new aircraft, and that the other $100 
million must be taken in surplus United States commodities, in other 
words, commodities such as cotton, wheat, and lard, as we can furnish 
those things easier than anything else could be furnished. We really 
feel that it is much more in the national interest of the United States 
to carry them through on a phase-out that cuts down this way than 
to just drop them abruptly, so that this new government that is trying 
to get onto a better basis is not affected adversely. 

[r. Gary. | am a great admirer of the British, but I want to know 
if the charge about the vacht is correct. I have a feeling that it is not. 

Mr. Strassen. We will find out about that situation. 

Mr. Gary. Off the record. 

Discussion off the record.) 

Mr. Taner. The justification book has no tab for Spain either in 
the second section or the third section. It appears between Portugal 
and Turkey in the second section. 

Mr. Strassen. Yes, it does not have a separate tab for it 

Mr. Taser. It does not have any tab at all, and I do not see any 
page for it. 

Mr. Onty. In the second section there is no tab, but you will find 
pages there on Spain, pages 11-26 and II-27, between Portugal and 
Turkey. 

Mr. Taper. In the second section? 

Mr. Onty. Yes, in the second section. 

Mr. Taser. But not in the third. 

Mr. Strassen. In the third Spain is on page 44, although the tab 
has been left off. 

Mr. Onxry. It must have slipped out, but we will get those tabs 
on there for you. 

Mr. Strassen. I think one of the reasons that might have happened 
is that Spain is essentially a carryover program. 


RECOMMENDATIONS OF EVALUATING TEAMS 


Mr. Taser. There was an investigation made by groups of business 
people of the operations of the mutual-security program in various 
places. 

Mr. Srassen. Yes, I organized 12 teams of businessmen to go out 
and look over the program. 

Mr. Taspr. To what extent have those recommendations been 
carried out? 

Mr. Strassen. To a rather major extent. Taking up the matter 
of assistance first, the businessmen recommended no more economic 
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aid for Denmark and you will find that there is none in this program 
for Denmark. They recommended no more for Belgium and you 


W t ‘re is no more for Be loium. They recommended ho more 
for the Netherlands, since they find there is no need for additional] 
assistance in that country. They recommended that there should 
be non Germany except for the refugees. 

On the German tab here you vill find where thev had I think som 
$80 million this past year. We have only $15 million earmarked for 
refugees in the 1954 program and that appears on page I1-12. You 


will note in 1952 they had $106 million of defense support which ap 


pears on the left-hand side of the pace. You will also note that 
Germany in 1952 had $106 million and you will see that had $83 
m on 1 1953. Now, however, the defense support is down to $15 

llion and we have earmarked that only for the refugee problem 
Then, vou see the military assistance program; we are holding a stock 
pile of arms for when the Germans will be contributing forces to 
} Io] n | fen 

h \ L¢ of them have been established so far? 

Nii ' .. No, sir; we are waiting for the ratification of the 
acres nt and tha ; one of the very important questions in th 
consideration of the aid to Western Europe 

| omm ded that Greece should be reduced sharply and that 

iid begin to pha out of Greece. You will find on the next 
pa dropped down to $20 million in this 1954 program. I re 
viewed that with the Greek business team and they thought that was 
i oht. The Italian eam recommended no more aid at all 
\ ( 1} , reuces with the businessmen. You Sec 
I 102 million and we have a $37,500,000 carryover for an 
aircraft program and we have $20 million of new funds in there 
I") 1] 1 that: One is that in the south of Italy they 
have a rather extensive agricultural rehabilitation and development 
program which feel should be carried on through before we phas« 
( The second is that this Communist labor situation has been so 
strong we thought we had better spend a few million extra to try t 
work that labor situation out and oot let the Communists get stronger 
than they ar There is some disagreement with regard to the busi- 


ness-team judgment in Italy. 

On the United Kingdom they recommended up to about $250 
million and we have put it in at $200 million. We are a little below 
the business-team recommendation in the United Kingdom. In 
Turkey we are at about the amount they recommended but they 
recommended that it be made in the form of a loan. That is the 
amount of $50 million which appears on page 11-28. My owa view 
is that we should not put any of these in the form of a loan unless we 
really think they can be repaid as a good loan. I do not think that 
with the amount of Turkey’s defease effort they could pay back a 
loan, and I think it would become a source of irritation between our 
two countries. I feelif we are goine to help Turkey, we had petter not 
make it in the form of aloan. So, there is some difference of opinion. 
In addition to that they would perhaps want to repay the loan in 
local currency. I hesitate to have the United States begin to accept 
anvthing but dollars oa its loans and therefore there is some difference 
with the business team on Turkey. 

Mr. Gary. They are spending a very large percentage of their 
income in their own defense effort. 











Nir SITASSEN. Ye 5, sir. 
The group of businessmen mad 
I navement side, Mr Chairman 


hassadors was unreasonable In Paris and we have moved exact! 
rdance with their recommen 
ambassadors We have changed the SRE offi with the ¢ 


other recommendations alone the 


lor instance, they said that four 


tion. Wi have clo “| ou ( 


rence of State, 7 reasury, Defense, and the President, and we n 


n Paris just the one ambassac 


» and our French Ambassador 


o. Likewise, they said there wi 
ve have sharply drop} ed the np 


lor to NATO and the multilatera 
We have closed out the othe 
re too Inany Americans l Pat 


umber and are continuing to arop 


number of United States emplovees in both the SRE office a 
French mission omece 
| I What about the polis I I a) P 
S [It is deeclinin ind we tinu to 
a : i ; 
iI Taser. What is it at the pres t time? 
STASSEN. I think we have ye charts on t 
On While those charts are bein led. \ ht « 
f fs rd a summarv wil 1 we hi: prepared The ad reen 
of the evaluatio tean ii’ hown in one colum al 


has been put before you. 


lhe matter referred to follows: 


the proposals which are contained in the progra 


ATION TEAM RECOMMENDATION YD ProposeEp Fiscau YEAR 1 i M ‘ 
SECURIT Pro AM 
( ‘ i Mutua Secu j | 
19 
t Y 1 No fu 1 re r 


11d I red 
economic aid to Franes 
yt s the S800 to $1000 iho 
Frat me or Devot 
ro utl f war l I lochina 
( ) 1 rlequat« ibstitute for 
aid 
( 
/ 
) on I dollar orants ) tt 
Federal Republic. However, if other 
Al of financing the Berlin refugee 
roblem fall short of rea! needs, limited 


a ar grants should be made to the 
Federal Republic for maintenanes 
transportation, and relocation of refu 
g e thr yigh Berlir 


Continue economic aid, but at declin 
ing rate. Under present conditions 
extreme reductions in aid might well 
increase aid requirements in later years 


s2900 m1 I f aid is requ 1 for 
Ira e, 3400 101 
levoted ft nr f ft , 
Indochina I rlance I 
production of Lp NATO for 

Entire $15 million proposed in { 
vear 1954 for Germar is intended 
the Berlin refugee program 


Fiscal year 1954 program for Greece 
is $20 million, one-fourth of the $80 
million in fiscal year 1953 However 
utilization of $25 million aid in the pipe 


line will ease the rate of decline 











mmen Live 


1 


EUROPI! continues 

Italy 

Discontinue defense support for Italy 
after fiscal year 1953 prograt 
. ; 
Vethertands 

Direct aid already terminated and 
n re ired at this time 
Turkey 

United States should pay for pro- 
curement of all direct defense items 
requiril foreign exchange, including 
those now being proce ired by Turkey. 
Fulfill present aid commitments; con- 
tinue  technical-assistance programs; 
continue economic aid for such proj- 
ects as strategic roads, factories usable 


for defense as well as civilian produc- 
Discontinue other 


tion, ete economic 
aid, but consider further support if nec- 
essary to maintain Turkish defense ex- 


penditures, 
United Kingdom 


Recommend fiseal year 1954 aid pro- 
gram of $250 million, although part or 
all of it could be handled through off- 
shore procurement. 


Austria, Spain, and Yugoslavia were no 


FAR EAST 
Formosa 

Make no reductions in MSA aid to 
Formosa on projects that will assist the 


Government of China to develop a mili- 


oO 


tary potential capable of an eventual 
threat to Communist-held China Eeco- 
nomic stabilitv in fiseal vear 1954 can 
be maintained only if economic aid is 
maintained at a high level. If military 
activity increases, economic aid must 


also be increased to sustain a successful 
military effort. 





irity Program for fiscal year 
1954 


Increased defense activity has bal- 
ance of payments impact which must be 
considered In absence of extraordi 
nary United States expenditure pro- 
gram Italy would fs serious external 


face 
payments difficulties. Fiscal year 1954 


program for Italy includes $20 millior 
of new funds, and reappropriation of 
$37.5 million fiscal vear 1953 funds for 


aircraft production. It is economically 
and politically infeasible elimi 
defens« I entirety in fiscal 
vear 1954, particularly in view of the 
need for development in southern Italy. 
The $20 million of new funds will be 


to ate 


Ipport in 


1 to help close the balance of pay- 


used 
ments gap; counterpart from’ these 
funds will be devoted to development 


of southern Italy. 


No funds requested. 


$50 million new funds are requested. 


Total annual cost of the foreign ex- 
change component of the Turkish de- 
fense effort is $70 to $100 million, to 


which dual purpose plants and roads 
would be additive. Cost of assuming 
such a program would be far more thar 
the $50 million in the proposed fiscal 
year 1953 program. 


Proposed program for fiscal year 1954 
is $200 million divided $100 million de- 
fense support and $100 million special 
for aircraft-purchase program. The 
balance of the program represents de- 
fense-supporting commodity procure- 
ment. 


t covered by the evaluation team report. 


Proposed economic aid for Formosa 
$70 million) is of approximately the 
same magnitude as in the previous year. 
The slight increase is due primarily to 
the requirement for increased internal 
military and civilian expenditures as a 
result of increased arrivals of military 
end items and of capital equipment from 
previous year’s obligations. The fiscal 
vear 1953 program included $30.5 mil- 
lion common-use program. Common- 
use funds—$30 million—are included 
in the military program in fiscal year 
1954. 
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PERSONAL SERVICES 


Mr. Taner. I have been receiving reports on your local employ- 
ment situation that you are taking up the former employees of the 
REC who are being culled out and filling your lists with them. I am 
wondering about that. I would think that you had almost enough 
employees before without adding very much. 

Mr. Strassen. Mr. Chairman, I frankly am not aware that we hired 
anvone who used to be in RFC. I will check it right away and let 
you know. 

The following information was supplied later: ) 

\ thorough check of our personnel files reveals that since January 1, 1953, 

¥ 


only three persons who worked for RFC after January 
by MSA. 


1952 have been employe d 


Mr. Strassen. On the Washington side we have, as you know, the 
President’s Executive order which has just recently placed me in 
direct administrative charge of TCA as well as the other activities in 
the reorganization plan if it goes through. This plan abolishes MSA 
and TCA and establishes the Foreign Operations Administration to 
pull these things together. 
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Starting next Monday I am having three very able men whom | 
know go through those very carefully from the standpoint of how they 
might be consolids a and reduced in personnel. One of those gentle- 
men is Mr. Walter J. Finke who is an official of Honeywell Regulator 
Co. of Minneapolis and who has had experience in local State govern- 
ment. Also, I will have Mr. Leslie M. Gravlin, and Mr. John L. 
Moore who is comptroller at the University of Pennsylvania. These 
are three very sound, practical men, none of whom are looking for or 
would accept Federal appointment. They are coming in on this 
special task to evaluate it, and I feel we will be able to make further 
sav ings. 

On the personnel situation these charts show the general picture. 
These are the categories of personnel as of March 31. The program 
operations ine athe d 37,996 which in turn includes the defense program 
and everything, the direction and administration, 8,376 and the mili- 
tary pe puiaead is 6,761. Personnel employed in arsenals, depots, and 
other military installations in the United States are 30,773, and 
abroad 1,575. Here is the MSA personnel trend. You can see it 
back from 1951 and you have a picture of how it ~~ run. This is 
5,000-plus in here. This is our estimate of July 1, 1953, here. It 

shows how we are coming down; the pink shows ‘ted abroad and the 

black those in the United States. These are foreign nationals and 
United States nationals, again showing the projectioa. Here is the 
program operation and program direction. We are moving steadily 
down. In other words I think the comment that there have been too 
many Americans in Paris was correct. This shows the comparison 
with the Ribicoff amendment which carried the figure of 5 percent; 
we have reduced that and are continuing to reduce it. The Ribicoff 
amendment required us to do that, and that is continuing since March 
30. These figures are up to March 31. That reduction is con- 
tinuing* 

Here is what the estimated personnel costs in the total program 
were last year, which was in the amount of $265 million. This repre- 
sents the total personnel working in the program as of March 31, 1953, 
and I would like to emphasize that it has been going down since July. 
There were 39,361 United States civilians, of which 32,348 were coa- 
nected with the arsenal and depot program in the United States and 
abroad. 

Mr. Taser. That means you have 17,000 United States employees 
abroad. 

Mr. Srassen. That is right. 

There are 9,223 in program direction and administration and 
clerical and custodial activities. There are 2,859 United States 
technicians and other program personnel. These were the foreign 
nationals that were working the program, 7,011 of which 1,074 worked 
in United States depots abroad; 3,995 are clerical and custodial 
employees, and so forth. These are the military, 6,761, of which 
1,641 were depot and post operations employees; 5,120 were in the 
military advisory group, the offshore procurement program, the 
attaches and the Marine guards connected with our program. This, 
shows where they were working. With the Defense Department 
there were 76 percent; MSA, 10 percent; TCA, 8 percent; and other 
State Department, 6 percent. This is the areas where they were 
working: United States, 66 percent, mainly in arsenals and depots; 
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Europe, 19 percent; Far East, 9 percent; Near East, 4 percent; and 
Latin America, 2 percent. 

Mr. AnpERSEN. The TCA has recently been transferred over to 
vour jurisdiction? 

Mr. Strassen. That is right. 

Mr. AnperRsEN. And that represents 8 percent of the total; is 
that right. 

Mr. Srassen. That is right. I might say that I have not begun 
moves under it beeause while the Executive order took place immedi- 

tely, the reorganization plan does not take place for 60 days, which 

ill be around August 1. 

That is the personnel situation, Mr. Chairman, and I would say our 

versonnel should continue to reduce. I think we have just started 

n the downward trend and we are endeavoring to analyze it carefully 

om two standpoints: One is that we want ‘o keep the competent 
ople—and there are many competent, aicaked people—and we 

ant to be sure we get those out who are not carrying their part of 
the work. That takes some pretty careful analysis, country by coun- 
try and program by program, and I feel that the wise thing is not to 
iake a quick slash but to make a selective reduction. I believe that 

e have carried forward the essential operations in these other 
ountries while we are thoroughly studying the administration. 

{nother thing which we felt might happen if we went in suddenly 

nd started the slash would be to disrupt the program in some foreign 
ountry and cause very serious foreign policy situations. 

| would like to say that from my trip with the Secretary of State 
n Europe and in the Near East, I found many of these people working 
inder conditions exposing their families to disease and difficulties, 
ind really doing a wonderful job for their country. You will find 
others that have not been working but who have been loafing, or 
certain departments that have been overstaffed, and things of that 
kind, which we have tried to straighten out. 

Mr. ANDERSEN. Is not that the same general problem found else- 
where? You will find many good people who are conscientiously 
putting in long hours and giving their best to the Government. On 
the other hand there are some who are shirking their duties. Of 
course your job is to separate the chaff from the wheat. 

Mr. Strassen. That is right. 


SOURCE OF FUNDS FOR PAYMENT OF MILITARY ASSISTANCE 


Mr. Taser. Are these people who are working in the arsenals and 
depots and that sort of thing, on your payroll or on the payroll of the 
Department of Defense? 

Mr. Srassen. No, sir; they are directly on the Defense payroll and 
they make a charge to us for that portion of the number who are 
working on the mutual security equipment. I presume they can give 
you precise details on how they work that out. 

Mr. Forp. Are not the salaries of the military personnel paid 
through the Department of the Army appropriations? 

Mr. Srassen. Yes, sir; their salaries are paid through the Depart- 
ment of the Army appropriation but the extra expense comes from our 
mutual security fund. 

Mr. Taser. What do you mean by the extra expense? Do you 
mean the cost of the work in regard to these articles, such as guns or 
tanks or whatever they might be producing in the Army plants? 












26 


Mr. Strassen. In the case of an Army officer, I think Mr. Murphy 
can describe the difference between the salaries and the other expenses. 
Mr. Murpny. In the case of military personnel—noncivilian—their 


base p and allowances are paid from the re spective appropriations 
of the Department of Defense, Army, Navy, or Air Force and we pay 
only station allowances which are the out-of-pocket additional expense 
incurred by the Department of Defense when they send military 
off broad. That is all we pay in the case of military personnel 
I »} ( 
On t United States side, for the civilians working in the arsenals 
a lepots ut | to the program, depending on the amount 
of w For instance, the arsenal at Detroit might employ 10,000 
on a particular line and if the production coming off that line 
particular month is for 25 percent mutual security and 75 percent 
lar defense, the payroll for that month is split 25 percent to 
mutual rity and 75 percent for defense. 
Mr. Taner. What about the materials used? Do you pav for that? 
Mr. Murpnu They are charged directly to the appropriation for 
mutual security. The spare parts and other equipment that is used 


in repair and rehabilitation is paid for from mutual security funding. 
In any instance where spares have been purchased by the Depart- 
ment of Defense and which are used for mutual security purposes 
the mutual security fund is charged. 

Mr. Forp. Could we have for the record a breakdown of military 
personnel assigned to this work, including Army, Air Force, and 
Navy, to show the numbers and the grades? 


Mr. Srassen. In other words, that 6,000 or so—show the number 
1] rrades and service? 
Mr. Murpny. General Stewart this afternoon will have a chart 


showing exactlv how manv from each force. where thev are located 


whether abroad or here—and in addition we can provide the grades 
of the military personnel which are involved. The enlisted men and 
officers will be broken down, but do you want their ranks? It will 
take quite a bit of work to get the ranks. 

Mr. Forp. I think the breakdown between officers and enlisted 
men \V ould suffice. 


The information requested follows: 


dD, ment of Defense, MDAP—Distribution of officers and enlisted men worldwide 
Mar. 31. 1953 
Office of 
. | the Seere 
. $ 7 Total Ar y N y Air Fore 
I : ; Fores tary of 
Defense 
‘T personne] 6, 63¢ 3, 678 612 2, 203 137 


255 700 of 








2% 


Mr. Taser. The committee will come to order. Mr. Stassen, we 
had asked 1 or 2 questions before we adjourned for lunch and you 
ere going to furnish additional information thereon. Will you 


» 
please proceed? 


OIL PRODUCTION IN THE NEAR EAST 


Mr. Srassen. Mr. Chairman, you asked a very direct question 
on this Near East matter and I had the staff bring up these world 


arts which focus directly on the oil situation and I thought they 


ht be of some interest to the committee 


These are the worl | Cc ‘rude ol reserves and { his shows in mM illion Ss of 
barrels the known reserve in the United States. This shows the Near 


Kast beginning in here in the amount of 61,570 million in oil reser\ 
This shows the U.S. S. R. and the satellite countries: this represents 
hat in Africa, and this is the Venezuelan oil. From the standpoint 
of this scarcity and of the world situation, that is what has given the 

dministration its concern that we give more attention to that Near 

‘ast part of the world because of the oil question and other reasons. 
Hg s shows the crude oil producti on which is the other part ol the 
story. You will notice whereas the United States has 25 percent of 
he reserve, We are producing 51 percent, but we are using our resources 
n that respect more rapidly than is proportional. So, from the 
standpoint of thinking years ahead, it shows that very significant Near 
East situation in regard to oil. 

| might also report, Mr. Chairman, that we have started to check 
on the RFC matter which you mentioned before lunch. 


STATUS OF FUNDS 


Mr. Taser. Your organization prepared this table for us. Would 
you be able to check it from that or do I need to give it to you? 
' Mr. Stassen. We have copies of that. 

Mr. Taser. Let me tell you what I want developed. I would like 
to have the obligations that appear here as of November 30 broug ‘ht up 
to date. Can you give them to us as of the end of the year? 

Mr. Murpny. We can give you estimates only, but we can give you 
actual through May 31. 

Mr. Taper. Make another number for the obligations to May 31 
and follow that with estimated obligations through June 30. , 

Mr. Murpny. All right, sir. 

Mr. Taper. Give us the unobligated balance as of June 1 in place 
of where it says November 30, and the estimated unobligated balanc: 
as of June 30 on this table so that we can get an up-to-date picture. 
Also in the figure below No. 4 under expenditure data which carries 
the expenditures actually as of May 31 and your estimated through 
the 30th of June, and where it says unexpended balance, put the 
June 1 figure in there as the actual figure and the estimated unex- 
pended balance as of June 30. 

Mr. Murpny. All right, sir. 

Mr. Taper. Do you see what I mean? 

Mr. Murpuy. Yes, sir; exactly. 

(The information requested follows:) 
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OBLIGATIONS AND EXPENDITURES FROM APPROPRIATION ACCOT 


Mr. Taser. I have a document here from you which I would 
to have brought up to date. This was prepared on June 8 in 


Mir. Murpny. Yes, sir 

Taper. I would like to have that brought up to date so we 
have that information and I think those tables should be in the re 
Thev should be available to the committee when we mark up the 


The matter referred to follows: 





S iti; Pro Ly Obligations and expenditures from appropriat 
0 
In tl nds of d rs} 
Zomomic and t Assistance to Total, Mut 
1 oe Spain Security P: 
oO | or Expend Obliga Pon Obliga- I 
m : 
t tior tur tions : tions t 
tures ion 
8 $ 19 $ 8 6. 4:$ 0 $1. 589.9) $85,573.71 ¢$ 
Q g & & RAB. € 0.0 1,380.8 98, 853. 9 
é 8 8 8} 8 2 3.2) 218, 273.0 
a g 246, 898 », 2¢ 351, 498.0 | 4 
N j 7 1 s 84.8 858.0 164, 306.3 ) 
ID 644 } 4¢ t 4 3 8 1 17.4 795, 105. € 
) 
8 248 ) 62.0 819. 2 325.9 (38, 076. 5 Ie 
| x s s ; 1, O78. 2 6 
M 7 & 8 1.8 619. 5 F ( 
A O84. 4 7 99 RR 338 9 4, 403 1,351.6) 958, 623.3 4 
Ma 36, 660. 2 2 M18. 297, 953. 3 6, 849. 7 2,609.9) 161, 293.1 4 
ont} 19 R4 ¢ 534 9 1 82 RRR 9 OO, 4¢ 5 9, 762. 0/11, 689. 6 3, 503, 835. 5 |4, 907 
Ju 
I 6S j my 279, OOD. { 225, 800. 0 1, 000. 0 959, 100.0 6 
Q 8 Rie oI i ri 689. 6 4, 462. § 


Director for Mutual Security, July 7, 1953. 


Mr. Taner. I do not believe you have completed your statement 
Mr. Stassen. You may proceed. 


ASSISTANCE TO FRANCE 


— Mr. Srassen. The need in the case of France for continued assi 
ance derives largely from the tremendous effort being undertaken } 
France in the Indochina war, and our assistance will mean that ap 
proximate! 10) percent of the cost of the Indochina war will be cover 
by contributions in various forms from the United States. If they 
exercise proper frugality and manage their programs effectively, I a1 
convinced that both countries can adjust to the new program and stil 
carry out their extensive security commitments. I am also con 
vineced, however, that to fail to provide this help would be imprudent 
and dangerous and that it represents the amount which the United 
States, in the interests of its own security, should provide. 
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MUTUAL DEFENSE FINANCING 


the case of mutual defense financing, the Senate bill supports the 
ram as requested by the President. The House version reduces 

mount which would be authorized by $100 million, all applicable 
ssistance in the European area. 


MUTUAL SPECIAL WEAPONS PLANNING 


President’s original request also included $250 million for 
| special weapons planning, but both the Senate and the House 
reduced the authority for appropriations for this purpose to 
llion. This comprises chapter III in the authorizing legisla- 
This is a new provision and one which, I believe, may ultimately 
as important, perhaps even more important, than any other in 
oposed program. It results from a decision of the National 
ty Council that more emphasis should be placed on new and 
| modern weapons in the Mutual Security Program; and it is 
larly timely because General Ridgway’s SHAPE command is 

ing, and will submit in August, a study of the relationships of 
to NATO defense planning Under this 
sion the President would be authorized, if he specificall deter 

this was in the national interest, to utilize any funds appro- 
| for this specific purpose to initiate the production of special 
onatomic weapons that might have a beneficial effect on the 
lity of our allies to carry out their defensive military programs 


when the production of any s ich weapons Was completed, he 
be required, before actually effecting delivery thereof abroad, 
ce a further specific determination that such transfer was in the 


interests of the United States Che provision would not 


I special weapons 


r 


atomic weapons which are controlle 1, as you know, by oth 


tion. Moreover, these funds could only be used for the specific 
se detailed in chapter III; none of the transfer provisions in the 
zing legislation would permit its diversion for other uses 
of our greatest assets is, and has been t pro 
renius of the free peoples, and we must capitalize on this 
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MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS AND MULTILATERA! 
ORGANIZATIONS 


The remainder of the ee requested by President Eisenhowe: 
totaling approximately $560 million, exclusive of local currency, con- 
sists of two parts: C hapter IV, providing $454 million for programs 
of mutual development and techmical progress in the less developed 
areas of the world; and chapter V, involving contributions of $105 
million to multilateral organizations. Both the Senate and Hous: 
versions of the authorizing legislation supported this program wit! 
very minor exceptions, exceptions aggregating in the former case 
to about $15 million and in the latter case to approximately $2: 
million. These programs involve relatively smaller amounts than 
other portions of the total program, but their geographic coverag 
and their importance to the security of the United States, is out of 
all proportion to these amounts. In their ultimate long-term effort 
they are perhaps the most important portion of our whole mutua!| 
security effort. 


POINTS EMPHASIZED IN 1954 PROGRAM 


You will note from my brief recital of the principal features of th: 
program, that we have developed a considerably different emphasis 
from that which has been embodied in earlier programs—the p1 
dominant place of amounts directly related to military defense; thi 
increased proportion of funds proposed for the Far East; the stres 
placed on modern weapons; and the recognition given to the im- 
portance of increased production and development in the less a 
vanced areas. Perhaps the characteristics of President Eisenhower's 
new mutual security program can best be summarized as follow 

1. Longer range planning and programing with open discussion of 
future requirements, subject always to the annual decisions and 
reviows of Congress 

2. Earlier attainment of strong defense capabilities through mor 
rapid deliveries of critical items and more thorough training of forces 
in being. 

3. Constant insistence on the importance of economic stabilit 
and an expanding gross national product among the free nations as 
the essential foundation for sound defense. 

4. Accelerated planning for the use of new weapons for the defens 
of the free nations against threatening totalitarian thrusts. 

5. Full enlistment of the cooperating defensive strength of all 
nations who oppose the Soviet Communist power. 

Expanded use of the production capacity of Europe through 
combination of United States and multination orders which will permit 
efficient mass production of NATO arms and the consequent estal- 
lishment of a better production base in Europe. 

7. Steady development of the natural resources and the people’s 
capabilities in the less advanced areas of the free nations. 

Gradual expansion of fair and profitable trade between the free 
countries. 

9. Broader cooperation with voluntary organizations engaged im 
similar activities with emphasis on the people-to-people relationship 
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se 10. Increased reliance upon private capital for all phases of eco- 
ymie accomplishment. 
\nd, 11, alertness and willingness to adjust to any new conditions, 
ve] accordance with the President’s April 16 address. 
‘ONn- 
ims PLANS FOR CONTINUATION OF FOREIGN AID 
D 


Ti \ir. Taper. Would you be able to tell us—going back to page 14— 
a that means that a plan is being made for continuation of foreign 
4] aid for several more years? 

\ir. SrasseN. The plan is as we now see it to phase completely out 
89 very rapidly on what is called the economic aid or the defense-support 
aid in Europe, but to follow through as is necessary, if there is a Soviet 
hreat continuing, in the re placement, and so forth, of these military 
items in Western Europe, but on a rapidly declining total of amounts 
ort Then, follow through in smaller amounts in the Far East and in the 
Near East, but with the predominant recognition that no one really 
in predict these developments from year to year and that, therefore, 
oue cannot be certain as to what the situation might be. The longer- 
e planning and programing particularly refers to the fact that if 
u are going to have Europe defend itself substantially on its own 
feet, you have got to establish a production base over there. So we 
: are moving that way in our present plans. For example, if you have 
m build a good jet interceptor aircraft for themselves and we pull 
ether Britain, Be eium, and the Netherlands with some offshore- 
procurement money and some of their own money to put up a good 
production base for a very essential interceptor jet aircraft, and if we 
that established, there is a much better chance of their staying 

strong and keeping the production going themselves. 
Likewise, we have got them all to agree to participate in these 
field and radar stations and communications network, and to put 
facilities for that NATO defense force on a 3-vear basis, subject to the 
decision of the Parliament and Congress, feeling we would save money 
the military command and everybody knew that they should work 
long-term contracts on a 3-year basis instead of each year trying 
to have a quick construction job. That is the kind of planning that 
is involved in the longer range approach. It really means to try to 
et more defense for less dollars, lasting longer. That is the way 
are trying to approach it, but we have stated specifically to the 
uuthorizing committee and now to the Appropriations Committee 
that we do not ask for any kind of a commitment or implied commit- 
ment as to what should be done next year. But with some of our 
funds that are in here, we intend to make with your approval 3-year 

mntracts so that we may have a sound basis on which to go, 


DEVELOPMENT OF SCIENTIFIC GENIUS OF FREE NATIONS 


\Mir. ANDERSEN. Mr. Chairman, I am much pleased to see one state- 
ment by Mr. Stassen on page 13, where he says that the scientific 
genius of the free nations must be developed effectively against the 
mass threat of Communist power. This recalls to my mind a thing 
that happened 13 years ago. A young Danish scientist approached 
Congressman Jensen and myself. It happened he had no funds, but 
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he had a secret locked up in his brain. He could not secure access to 
the Inventors’ Council in the Pentagon. Mr. Jensen and I not on 
fed that young man for a few weeks but we also secured him access {o 
the Pentagon. As it turned out and as General Eisenhower told is 
6 years later, that young man was one of the cogs in the wheel tha 
produced the so-called proximity fuse which resulted, according to 
General Eisenhower, in saving the city of London. That is an example 
gentlemen, of the fact that we never know where there might be such 
a thing as a little genius lying latent. 

Mr. Strassen. That is a ver? dramatic example of what we see in 
brainpower in the development of the European defense. It means 
less manpower lost on the battlefield. That is why the President is 
so strong for the encouragement of inventive genius of all countries. 

Mr. ANpERSEN. There is a lot of such genius lying latent, especially 
in the northern European countries. The German people are noted 
for their inventive genius and | think we should take advantage wher- 
ever possible of developing that 

Mr. Stassen. That is what we propose to do under the President's 
direction. 

USE OF LOCAL CURRENCY 


Mr. Davis. I did not quite understand this local currenc 'y item of 
about $98 million, Governor. Can you clarify that for me? 

Mr. Srassen. The authorizing law at the present time has two 
different versions, one in the House and one in the Senate. Of course 
we do not know at the present time how the conference committee 
will work it out, but the genesis of the problem is that in granting 
ECA and MSA aid to these countries over a period of years, we have 
required first 5 percent and later 10 percent of the counterpart funds 
in local currency to be set aside for United States use. These funds 
in some instances were in sterling, some French francs, and some Ger 
man marks. ‘These funds are in deposit under United States contro] 
and United States ownership. So, when it comes to using those funds 
sometimes for administration or materiel development or some mili- 
tary purpose, the use of those accumulated counterpart funds should 
be brought under the control of appropriating and budgeting 
procedure. 

Mr. Taner. That was arranged for under section 1415. 

Mr. Strassen. That was the design of that law as I understand it 

Mr. Taser. Under that we have to have a separate appropriation 
for the funds that are to be used for that purpose? 

Mr. Strassen. Yes, sir. 

Mr. Taser. Frankly there have been some people who have come 
up here who wanted us to waive the provision and let them spend 
without reference to it, but I think the tmnajority of the committee has 
felt that if anyone has a program that is good enough to talk about, 
then it is good enough to justify through regular budgetary procedure 

Mr. ANDERSEN. Is it not a fact that those funds are really an asset 
the taxpayers of the United States and the expenditure of them should 
be watched just as carefully as our own dollars? 

Mr. Srassen. That is right. Iam in agreement on the supervision 
of them. I think different theories arise as to whether you make a 
new dollar appropriation to cover those existing counterpart funds or 
whether you appropriate those directly in some way. But, I am sure 
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when the authorizing committee finishes their version, we can fit 
\ that in with the chairman’s expressed view under the preceding law. 
You may want to go into some more detail on the multilateral 
anization programs, but they are here in chapter V. They total 
{ million. The largest one is the United Nations Korean Recon- 
ew. Agency in the amount of $71 million. As you know it is a 
le difficult to predict exactly what will happen in Korea at the 
ent time. 
\ir. Davis. I had some further questions which I wanted to ask 


re we proceeded further. 


STATUS OF OBLIGATIONS AS OF JUNE 30 


‘he second question I had was with respect to this overall obligation 
ter and I understood from the request of the chairman that that 
ng to be made a part of the record, but as a basis of understanding 
it is going on, I would like to have you give me a general statement 
\s I understood it, as of the 1st of April there was over $4 billion 
obligated in this program. 
What is your best estimate of the situation as of June 30? 
\fr. Srasspn. The best estimate of the unobligated funds as of 
June 30 is $2,172,815,979 of which something over $1 billion as | 
all represents these deobligations of the old 1952 contracts 
Mr Davis. That means that you have obligated almost exactly 
$2 billion i in the past 3 months; is that correct? 
\fr. Strassen. I think we have probably obligated more than that 
the last 3 months. 
\ir. Davis. I am taking your figures which I saw here of $4.2 
billion as of April 1 and you have about $2.2 billion as of June 30, 
ich would be almost exactly $2 billion, if those figures are correct. 
That is considerably more rapid than they were obligating in what 
consider the heydey of this program, is it not? 
Mr. Strassen. I do not know as to that. 
Mr. Davis. My recollection is that you were averaging about $5 
billion a year under this program in the past 
Mr. Strassen. Well, of course, near the end of the year—apart 
from this question of the 1952 obligation which caused this General 
\ccounting Office study to be made at the committee’s request; 
apart from that—it is a natural thing toward the end of the year to 
begin to close these big contracts. You do not start to negotiate 
them until Congress acts—I believe last year the action came in 
luly—then, you apportion it out to the different services—Army, 
Navy, and Air—and they apportion it out to their contracting officers 
nd they begin to negotiate. So, toward the end of the year they 
tart getting their contracts let to close out and make the obligations. 
| should say this to the committee: We have emphasized that they 
hould close sound contracts and not try ~ make a rush of obligating. 
One ¢ the reasons we are reporting over $2 billion is that we feel it is 
better to come back to this committee sha report the status of these 
things than it is to try to make a rush of obligations unless you are 
eady to make the contract. You are correct that the rate of obliga- 
tions these last 3 months has been heavy. 
Mr. Davis. Off the record. 
(Discussion off the record.) 
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TECHNICAL ASSISTANCE PROGRAM 


Mr. Davis. I can very well recall when there was considerable 
discussion on the floor of the House as to whether the point 4 program 
should be 10 million, 20 million, 25 million, or 45 million, and I recall 
that this program contemplated exactly ‘$10 million as the initial 
figure. I suppose we will go into detail on that more fully later, but 
what has been the thinking that has contributed to the great increase 
in this so-called technical assistance program, moneywise? 

Mr. Srassen. We are going into that more fully, but I think one of 
the important aspects has been that more countries have been involved 
than were expected—in the Far East and the Near East, for example. 

The next thing, of course, is that the total here of $128,363,000 for 
the—— 

Mr. Davis. I had in mind $454 million. 

Mr. Strassen. That includes economic aid. What page are you 
looking at? We have separated them. 

Mr. Davis. I was using a figure from your general statement, 
Governor Stassen. 

Mr. Strassen. I see. We have more than just the technical 
assistance and development in that figure. 

Mr. Davis. I assumed that it did have. 

Mr. Strassen. I think in that figure is included the program which 
the chairman spoke of earlier, the Arab States, Israel and Iran, of 
$140 million. 

Mr. Davis. The $128 million would be the figure that would be 
comparable to what you started out with, what was the compromise 
figure, to the first figure? 

Mr. ANnprews. Ten to twenty-five million, this $25 million is a 
little under what we had last year. 

Mr. Strassen. Actually the technical assistance caren for the 
Near East and Africa, $43,792,000, Asia and the Pacific, $72,100,000, 
and South America, $24,342,000 would be a comparable figure- 
that is in those three areas, which is found in section I, page 39. 


RESPONSIBILITY FOR MAINTAINING MODERN EQUIPMENT DELIVERED 
UNDER PROGRAM 


Mr. Davis. Just one more question, and that has to do with the 
commitments that we are making in the mutual defeose effort. Are 
we building up the air force of these various countries, are we furnish- 
ing them with tanks, and, in addition to that, is it going to be necessary 
for us to provide parts to keep their equipment modern? In other 
words, are we committing ourselves to keeping their equipment 
modern? If so, we may be embarking on something here that this 
generation and the next generation will be committed to furnish the 
necessary equipment and kee _p them with modern equipment, which 
they may require. 

Mr. Strassen. There is no legal commitment todo that whatsoever, 
and they are constantly told that nothing can be committed without 
the decisioa of the Congress each year. But, on the other side of the 
picture is the continuing Soviet threat. The Soviet can build up its 
air force and its tanks; and it will be to our interest to sce that the 
tanks and airplanes that are facing the Soviet are also kept ia good 
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hape. If the Soviet internal situation explodes into something, aod 
no longer is the grave world threat, then you might see a rapid 
ecrease of the armed forces of the free nations, and they will no 
nger need to keep all of their tanks and airplanes. But the basic 
ew of the program is that it is in the interest of the United States 
het other mea from other free countries trained aad standing by, 
ind some of these jet planes and tanks and artillery standing by to 
face the Soviets, and that it is cheaper in the long run, ia dollars, to 
have this equipment manned as much as we caa by the people who 
: there, than it would be to leave it to America, as we would have 
to do the whole job, with a larger amount of airplanes, and a larger 
amount of tanks. 

Mr. Davis. As a practical matter you mentioned some significant 

fort on the part of the United Kingdom, and then you turned to 
‘nother significant source, West Germany. Where else do we look 
for any assistanc e in keeping these weapons modern; where else does 

hat show up? 

Mr. Stassen. In section III, page 8, you will see the European 

efense effort, and the way in which it is coming up. Section III, 
page 8, in the left-hand column; there you can see the European 
defense effort, European NATO chart, and in the detail below you 
vill see that in 1950 all that Europe was spending was $6 billion for 
lefense. Then, you will see their effort is expanding whereby 
Europe, in defense, is assuming her own responsibility. 

Then, you will also see the expenditures on the personnel that they 
will develop in 1954; operation and maintenance; major materiel; 
construction; and all other r. 

At the same time they have been expanding their efforts, they have 
been expanding their gross national production, which is of course the 
economic fund from which they can operate. 

And on the right-hand page you will see per year the income and 
‘forts that are being made. We are putting in between 13 and 14 
percent of the gross national product. Britain is putting in 12 per- 
cent; France is putting in 11.1 percent; total European NATO coun- 
tries are putting in 9.4 percent. Germany, of course, not having yet 
armed is paying principally through the cost, or is helping to pay for 
the cost of the army of the western powers. 

\nd they are not up to the amount that they should be later. 

Of course, the countries that had the smaller income—it is harder 
for them to pay 12 percent, where they have a low per capita income, 
than it would be for a country with a large per capita income. 

On page 10 the percentage of the gross national production taken in 
taxes by the various countries is shown, and also the taxes for each 
country; and you can see there the tax situation. 

Germany has the heaviest tax, as we estimated; the United King- 
dom is next, and that takes into consideration the cut that they are 
are making, the prospective cut. France, then the Netherlands, 
Belgium-Luxembourg, Norway, the United States, Italy, Denmark 
Greece, and Turkey. 

Mr. Davis. I was specifically referring not so much to spending for 
defense purposes, as I was to the possible portion of the top-grade 
modern military equipment. 

Mr. Strassen. Some of these new aircraft and Air Force weapons 
that are coming in are topflight weapons. A number of these coun- 
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tries are beginning to produce weapons of modern design that are very 
good. 

Italy, for example, is doing a considerable amount in radar facilities, 
which may go back to Marconi; but they are doing some very fine 
work on radar, building up radar and communication systems. 

When you consider how flat they were a few years back, right after 
the war—and although we wish they had built up faster than they 
have—there is evidence of conside rable progress being made. 

[ think the chart on page III-—16 is another significant one. 

Mr. Gary. As well as I recall 2 or 3 years ago, shortly after the 
beginning of the Korean war, we started to furnish military equip- 
ment to the E uropean countries, the Defense Department recognized 
that they did not have the facilities for manufacturing that oa nt 
But they did inaugurate a program to build the facilities for 
manufacture of parts so that the European countries could furnish 
the parts and keep the equipment in condition. 

Is that still the program, or have the European countries reached 
the point now where they have adequate facilities for manufacturing 
the parts and are now getting into the manufacture of equipment 
also? 

Mr. Strassen. They are manufacturing a considerable number of 
parts; and also facilities are being established so that they can go on 
and build the entire items. 

Mr. Gary. That, to some extent, answers the question, as to how 
they are going to keep up their equipment. 

I know the program originally contemplated that we would first 
help them to develop facilities for making their own parts, so that 
they could keep their equipment in condition, and then gradually let 
them provide their own equipment wherever possible. 

Mr. Strassen. Sometimes it has been said—sometimes people have 
felt—that we should begin to get Europe off our back. That is an 
understandable feeling. My own feeling is that when we get them 
on their feet, they will be off our back, and that they cannot until they 
are on their feet- economically. And they are moving toward that, 
being on their feet in maintaining their own forces. I would wish that 
they move that way faster, but I feel they are making good progress, 
as indicated in this chart on page III-16. Our effort is to get them 
on their own. There are no great blocks. In other words, we havi 
got their production expanding; their reserves are strengthened ; their 
trade is strengthened; and their defense effort is expanding. If they 

can get on a production basis, where they have factories that will 
atl le them to make these things, there is a reasonably good prospect 
that they will maintain a good strong defense force in Europe, without 
a continuation of American aid of any real magnitude. 

That is another reason why Germany is so important. If we can 
get a German unit in being, and a German productive capacity fur- 


nishing equipment in Germany for the German forces, that will take 


a considerable load off of Western European defense. 
Mr. Gary. That is all I have, Mr. Chairman. 


QUESTION OF OUR ECONOMY AFFORDING FOREIGN AID PROGRAM 


Mr. ANDERSEN. You mentioned, Mr. Stassen, something about th« 
attitude of the American people and their concern about when we 
are going to get these nations off our back. I am disturbed from the 
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ewpoint as to just how far we can afford to go, when we give con- 
aide ‘ration to the fact that we have just finished piling up a deficit 
of some $9 billion, and also taking into consideration the size of our 
national debt. That was my concern when we had the bill up before 

; last week. I could not make up my thinking to vote for anything 

eyond $3 billion for this program. Consequently, I voted against it. 

\ir. Srassen. That is a very important question, and it relates to 
he overall budget. I would say that it is important to have in 
nind that our own production in this country is going up very high; 

is very strong; we have a high peacetime production. Employment 
s very high. We have the prices stabilized. There are some favor- 
able factors in the economic picture. We do not yet have the budget 
brought into control, but that is still reflecting a very high level of 
xpenditure and heavy obligations. 

The President feels, as is stated here, that one of the strongest 
hings about this program is that we get more for the same amount 
of dollars in the way of American security this way than if we spent 
the same dollars in some other way. 

Mr. AnperseN. Of course, that is open to analysis, also. I per- 
sonally have found it difficult to determine whether it is better to 
spend $1,300 million, as we were considering the other day in con- 
nection with an addition to our Air Force, or whether it is better to 
place it in this particular program. Where, considering the best 
interests of the people of America, should the money be expended? 

Mr. Strassen. Here is what the President said on page [11-2 in his 
statement, in the middle paragraph: 

Unequivocally I can state that this amount of money judiciously spent abroad 
will add much more to our Nation’s ultimate security in the world than would an 

en greater amount spent merely to increase the size of our own military forces 

1 being 

From a man who has spent a lifetime in military service, that is 
quite a statement. Of course, he has looked at this from different 
angles. And what he means, what he feels, is that we can establish 
a division in Turkey, or a German division, or a Norwegian squadron, 
or an RAF squadron for less overall cost than a United States unit. 
And just in percentages you will see that a Turkish division might 
cost one-third of what a United States division would cost, con- 
sidering the rates of pay and other expenses; and with the efforts and 
the units we would be able to get through establishing a Turkish 
division, we can pick up an additional division at 40 pereent of what 
it would otherwise cost. And, as we think of this world picture with 
the Soviet threat, we want them to face a strong opposition in this 
European area, which would deter their beginning any outbreak. 

Therefore, the President feels that we are justified in spending, 
not too much, but an adequate amount in the interest of our own 
national security, and it would mean more in this way than if we 
added it to our own defense budget 

Those are, of course, the more fundamental and far-reaching 
security objectives, the matter of securing our own safety. 

Mr. Davis. Of course, that is based on two assumptions: the first 
of which, unless we do move in, none of the squadrons will be paid for 
or built; and second, it is based on the assumption that they will not 
be developed unless we provide the money for them. 
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Mr. Strassen. No; it is based on the assumption that many would 
not be, but a number of them would be. That is, we caused th 
establishment of additional squadrons, additional divisions, and w: 
caused them to have better equipment and therefore they are better 
able to fight if they have them. And also, because of this program 
gradually we are able to get them together, to combine their forces 

You ceenanilines that Hitler felt that he could pick off one country 
at a time, country by country, and that is what dragged us into th: 
terrible World War II. He determined that quite a way back, taking 
one by one, before we finally got into World War II. 

So, a part of this thinking is to make it clear all of the time that 
they cannot pick countries off one by one, and therefore there will 
be less chance for an aggressor to commit the first act. And, by thes 
programs of furnishing military assistance, we can tie these countries 
together on a voluntary, collective-agreement basis, for the security 
of the free nations, including ourselves. 


POLICY AS TO TYPE OF ASSISTANCE TO BE GIVEN 


Mr. Gary. Mr. Stassen, is the present policy of the Mutual Security 
Agency to limit economic aid to military objectives? 

Mr. Strasse. Aside from technical assistance? 

Mr. Gary. Yes; aside from technical assistance. Let me put it 
this way: What is the present policy of the Mutual Security Agency 
toward limiting economic aid to military objectives? 

Mr. Strassen. I would say to security objectives, not strictly mil- 
itary. And, of course, the broad implication would be that in a given 
country you may feel that some economic aid is essential, and by that, 
I mean such economic aid as would offset infiltration by Communists 
You may feel that it would not serve exclusively military needs, 
although that is the objective, and not just economic needs, but that 
some economic aid may be necessary in order to prevent infiltration 
by Communists. In other words, we would feel that the security 
objective of the United States is attained, even though it might not 
be considered a strictly military objective. 

Likewise, of course, in rev iewing the aid program in Berlin, you 
would consider that to be a sec urity objective—not necessarily mili- 
tary, but certainly a security objective, because these contacts with 
East Germany and West Germany are very significant. 

Mr. Gary. We were told last year that in the future purely eco- 
pomic aid, as distinguished from military aid, would not be provided, 
and that any money appropriated for economic aid would be used to 
build up defense potential for manufacturing military equipment, and 
purposes of that kind. 

Do I understand that is not the policy now? 

Mr. Srassen. A defense objective, I would take to be figured as 
security, depending upov the definition of military defense or security. 

For instance, the program regarding India is one of the important 
links. You will find that in President Truman’s annual budget there 
was a recommendation of about $200 million for special economic 
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assistance for India. You will find we have cut that down to, as I 
call, $79.9 million. We do feel that it is in the interest of the United 

States to participate to that extent in India’s economic development, 
cause of the fact that here you have got a single country 

Mr. Gary (interposing). Maybe I was wrong in my original state- 
ment. Maybe it was with reference to Europe. 

Mr. Strassen. That may be correct. 

Mr. Gary. You are not using funds for purely economic aid in 
Europe? 

Mr. Strassen. No. 

\ir. Gary. The idea was that Europe had recovered to the point 
that they did not need economic aid and that anything further we were 
oing to provide them would be for the purpose of promoting the 

litary objective. 

\{ir. Strassen. I would say that in the case of Europe that is correct, 

th the exception of Austria. Austria has no armed forces. On 
the other hand, they are partially occupied by the Soviets, so 
that right at that strategic place we want to see that Austria is suc- 

sful economically again. That has a defense value, a security. 
value, but it would not be a part of building up the military force. 


DEVELOPMENT OF ATOMIC ENERGY IN RUSSIA 


Mr. Gary. One of my colleagues asked me a question, at lunch, in 
line with the discussion of using the genius of other countries for 
scientific development. It had been intimated to him that some of 
these countries, and particularly Russia, were building their peacetime 
atomic-energy potential on a rather cheap scale, so that when we 
begin the use of atomic energy for peacetime purposes they would be 
able to go in and take over the markets to the detriment of the United 
States. 

Have you seen any evidence to that effect? 

Mr. Srassen. There is considerable indication they are using slave 
labor in their uranium mines in the building of their atomic energy 
plants in Central Russia, and using some of the satellite population; 
and in that sense they are developing their plants. Of course, we 
are not doing anything like that. Also there is indication that they 
are draining the satellite countries of their resources in direct contrast 
to the fact that we are putting our resources into the free countries 
to help them. Of course, the fundamental view is that in the long 
pull, the approach of the free nations of the world will win out over 
that of the Soviets, and that this can be done without going into 
another tragic world war. 

The question you raise, of course, is a fundamental one of how 
men are going to live, how they are going to be organized, and govern 
themselves. 


LIMITATION PROPOSED ON MILITARY SECURITY PROGRAM 


Mr. Gary. The Senate has fixed a limitation to the military security 
program, as I understand, in the authorization bill. What will be 
the effect of that in your opinion? 
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Mr. Strassen. I think it is clear that the program has to be exan 
ined every year in any event, under the light of conditions as they the: 
prevail. I think a terminal clause, a liquidation clause, is of value 
On the other hand, we should not make too long a contract with what 
we have, nor should it be too short; provision should be made for 
some tuture contracts. 

If we have to make a contract for building airplanes, we need 
have sufficient time to comple te the contracts. The same thing Is 
true if you have to go into an Air Force program, or any other field 
involving a long-term contract. The real question involved is ho. 
do we a our plans to use whatever funds the Congress should 
appropriate, to the best advantage. 

i do not feel that anyone can accurately predict what the futur: 
situation is going to be in any country from year to year, and the s: 
curity interest of the United States is going to continue, and we will 
have to reach the best possible judgment in the Congress and in the 
executive branch in carrying out the security program. 

Mr. Gary. Will the termination clause in the Senate bill interfere 
with the program any? 

Mr. Srassen. I think that this kind of a clause will be worked out 
quite satisfactorily in conference between the two Houses. I do not 
see any special difficulty in that provision. 

Mr. Taper. As I understand it, you are going to be where we can 
reach you until we get through with the hearings? 

Mr. Strassen. Yes. 

Mr. Taser. When you have finished here, we will take up the entire 
bill, chapter by chapter. 

Mr. Strassen. Yes. As a matter of fact, Mr. Taber, I am going to 
try to be of help by being here as much as possible, in the administra- 
tion of the program. 


MULTILATERAL ORGANIZATIONS 


Mr. Forp. I have a question or two pertaining to the multilateral 
organization, of a general nature, Mr. Stassen. 

Mr. Strassen. Yes. 

Mr. Forp. I notice on page I-55 that there is a rather significant 
increase shown in the requested appropriation for this part of the 
budget, although generally in respect to the bill it shows a reduction in 
the amount requested. What is the general philosophy of the justifi- 
cation for that trend? 

Mr. Srassen. One of the main reasons, of course, is the Korean 
adjustment. You will notice $71 million requested for obligation. 
This past year it was on a level of $40 million. And, as the chairman 
indicated, this item is always subject to day- by-day reappraisal of 
the immediate Korean negotiations, and as we go through these 
stages, we may find we have to spend more rebuilding money, or we 
might find that we would not go through the United Nations’ Korean 
setup—that is for the major item. 

Mr. Taser. There is one thing that I would like to have you prepare 
vourself to answer later on, because frankly, if the setup is going to 
be the same that existed last fall, I am not going to be very happy 
about giving them anything. They have got to clean up the situation, 
not just have someone sitting down there for the sake of drawing 
a salary. 
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\fr. Strassen. I believe the authorizing legislation, that is, the 

Senate version of it, was so drafted that that situation can be cleared 
that it can be administered either through the United Nations 

not through United Nations, whichever seems to be the wisest 

Mir. Taper. I would think that the Senate version was correct 
[hat is my opinion. I do not like the stories that I got 

Vii MTASSEN. There has been a change in the top man mn the last 

nth or s9. 

Mr. Taner. That ought to help 

\ir. Outy. Could I add just one word to the answer Mr. Stassen 
ave, with reference to the multilateral organization? 

Mr. Forp. Certainly. 

Mr. Ounty. With respect to item B and C, relating to the multi 
teral technical cooperation and the International Children’s Wel- 

e: The amounts in the 1953 column are substantially less than 
that shown in the 1954 column; but the amount of the 1953 column 
loes not reflect the supplemental requests that have been submitted, 

not as yet acted upon by the Congress, to augment the 1953 

programs, because the original appropriations were substantially less 

in the amount authorized for those programs in the fiscal year 1953. 


INTERNATIONAL CHILDREN’S WELFARE FUNDS 


\Ir. Foro. I was going to ask a question about that. As a matter 
fact, turning to the International Children’s Welfare work, the 
53 appropriation, as of now, was slightly over $6 million, and | 
notice in the note that there is a $13 million authorized by the Senate, 
hich, if approved, would take you substantially over the figure 

ven now that would also be reflected in 1953 and not in 1954. 

[r. Onty. No. The administration has decided two things: It 
has come up for a supplemental appropriation, to bring the approp- 
tion for the fiscal year 1953 up to the amount authorized in the 

153 legislation. 

Second, a request was put in for fiscal year 1954 appropriation in 
the children’s fund, for $9 million, which the Senate itself raised to 
$13 million—in other words, $4 million above the administration’s 
request. 

The appropriation request which we are submitting to you at this 
time is for only $9 million. That is one case in which the appropria- 
tion request is less than the higher of the two amounts authorized in 
the House or the Senate bill. We are doing that. Frankly, we did 
not have opportunity to examine and decide whether we should 
come with a program which might change, or should come up with a 
supplemental appropriation if the Senate version of the bill should 
finally be adopted. 


RATIO OF CONTRIBUTIONS 


Mr. Forp. What happens to your ratio of contributions in this kind 
of a situation: Your fiscal year 1953 figures are slightly over $6 million, 
and other nations have made contributions predicated on that appro- 
priation? If you get additional funds in the supplemental do you con- 
template or anticipate additional contributions by other contributing 

ations? 
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Mr. Outy. The original appropriation plus the supplemental appro- 
priation is designed to fulfill our proportionate share of the total 
amount of pledges that we anticipate for the fiscal period to which 
1953 funds relate. 

Mr. Forp. Could you put in the record what the contributions are 
nation by nation dollarwise in your fiscal year 1953 period? 

Mr. Strassen. Yes; we will do that. 

Mr. Outy. Yes, I can. I have that right there, and I will insert it 
in the record. 

Mr. Forp. And also show if there will be any distortion from the 
additional appropriation over and above that which you have at th 
present time? 

Mr. STassen. Yes, sir. 


Mr. Outy. Yes, sir. 
CONTRIBUTIONS TO UNITED NATIONS 


Mr. Forp. I notice also in your United Nations request there is 
over a 100 percent increase. 

Congress in the past has rather vehemently expressed itself that 
there should be a reasonable ratio of our contribution to such an or- 
ganization in relation to what other nations have contributed. Is this 
request of over a 100 percent increase likewise predicated on compar 
able increases by other nations’ contributions to the United Nations? 

Mr. Onty. The multilateral technical cooperation program is again 
another one in which we have come in for a supplemental appropria- 
tion to bring it up to the amount of the original authorization, and 
the supplemental appropriation would result in our being able to 
fulfill the pledge in relation to the other pledges that have been made 
by other nations for the particular fiscal period in question, so there 
is very little change actually between the aggregate of the regular 
appropriation and the supplemental appropriation request in 1953 and 
our request for fiscal year 1954. 

Mr. Forp. In this chart data you not only show the pledges by 
other nations, but likewise the cash contributions. 

Mr. Strassen. For the children’s fund and the technical-assistance 
fund? 

Mr. Forp. Yes. 

Mr. Strassen. We will get that. There is some description of it in 
part III, page 163, right near the end of the book, but we will get it 
all out in the chart approach. The center paragraph tells you some- 
thing about what the other countries have done, and so forth. 


EFFECT OF DENYING APPROPRIATION FOR 1954 


Mr. Forp. How long could you keep going under your program, 
Governor, if no appropriations were made for this program in the 
fiscal year 1954? 

Mr. Strassen. You would start an immediate disintegration of the 
defense cooperation of other countries in that they would see no future 
in the carrying out of the building up of squadrons, divisions, and so 
forth, and they would all feel the program was failing and falling 
apart. That would be the direct result of it. 
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Mr. Onty. With your permission, Mr. Chairman, I would like to 
: ntroduce in the record the record of contributions by the various 

nations to the International Children’s Fund, in response to the ques- 
tion from the Congressman. 

Mr. Taper. If we are going into the hearing on that at this point, 
we might just as well complete it. 

\ir. Onty. We have a couple of hours’ work on it. 

\ir. Strassen. Why do we not just furnish these to the Congressmen 
ow and they can go into the record later at the time we take it up? 

\ir. Taper. Off the record. 

Discussion off the record.) 

Mir. Strassen. Thank you, Mr. Chairman, and I will be available. 
| would like to stay through for the defense presentation. 

Mir. Taser. We would like to have you do so. 


I 
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Turspay, Juty 7, 1953. 
Forricn Poxicy Aspsects OF TRE MutTuat Security PrRoGRAM 
WITNESS 


HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Mr. Taser. Mr. Secretary, the committee is very glad to have you 
with us this morning and will be pleased to hear what you have to say 
to us about the Mutual Security Administration appropriation. 

Secretary Duties. Mr. Chairman, I have with me a statement 
which I would like to present in the record, and, as is my usual prac- 
tice, I want to say some things that should not be on the record. 

| will confine my remarks to the foreign-policy aspects of this pro- 
gram. Others are here to give you the detailed and factual informa- 
tion which you will need. What | want to do is to give you the reasons, 
from the overall foreign policy point of view, why we feel that the full 
authorized amount should be appropriated. 

Before I begin, I want to make one general point. The funds Presi- 
dent Eisenhower is requesting are in no sense a giveaway. On the 
contrary, they represent in his opinion the cheapest way possible of 
providing a maximum of national security. The President put it this 
way: “Unequivocally, I can state that this amount of money judi- 
ciously spent abroad will add much more to our Nation’s ultimate 
security in the world than an even greater amount spent merely to 
increase the size of our own military forces in being.’’ In other words, 
a cut in mutual security can only be made up by a much larger increase 
in our own national appropriations. 


METHOD OF ARRIVING AT PROGRAM REQUIREMENTS 


Let me make the same point by describing how we have arrived at 
the figure before you. What we did in the executive branch was first 
to reappraise our entire national-security program. In the National 
Security Council and elsewhere, we reached basic decisions as to what 
our national security objectives were and what our capabilities were, 
keeping always in mind the limitations of our own fiscal and economic 
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strength. We recognized fully that nothing would be more self- 
defeating than a program which imposed back-breaking strains on 
our economy. Having determined what we should and could do, our 
next task was to determine the best means for doing it. This was 
partly a task of determining how to distribute the burden between 
two major programs: Our own national-defense effort and the defense 
efforts of our allies, as supported by the mutual-security program 
It also involved a very careful reexamination of the details of our na- 
tional-security programs. We feel that we have eliminated from the 
mutual security program funds for all items which are not clearly 
needed to be appropriated this year to attain our objectives. 


PROGRAM SUPPORT OF BASIC OBJECTIVES 


Before describing the relation of the mutual-security program to 
specinc foreign- polic: \ programs, I would like to describe first how the 
program supports our basic objectives. 

First of all, this program supports the basic principle that our 
national security cannot rest on the strength of the United States 
alone. Powerful as we are as a Nation, we simply do not have the 
strength to stand alone This is true for two reasons: We must have 
allies to join their strength with ours and we must also have them 
to prevent their strength from falling into Soviet hands. This latter 
aspect We sometimes tend to neglect. If the Soviets take over the 
great land masses. of Europe, Asia, and Africa, the scales of world 
power are heavily weighted against us. Next I want to emphasize 
the often-forgotten fact that the Soviet threat to the free world is a 
dual one. There is a military threat, but there is also the threat of 
internal subversion. If the Soviets take over Europe, Asia, and 
Africa by internal subversion and other means short of war, our 
situation will be very serious, for we will be faced with a hostile world 
that would have its population unharmed and its industries and 
resources intact. Economic health of the free world is the best pre- 
ventive against this eventuality. We must therefore be concerned 
not only with the military strength of our allies but with their eco- 
nomic strength as well. That is why this program must be concerned 
with both military and economic assistance, depending party on the 
areas of the world involved. The amounts requested for economic 
assistance are small compared to what is required for military aid, 
but they re prese nt just as sound an investment in our security. 

A third point to be noted is that the mutual security program is 
global in scope. You will notice that, while the overall program i 
smaller than last year, we are requesting a larger amount than in the 
past for the Far East, reflecting our decision that we must give in- 
creasing emphasis to that area. At the same time I want to empha- 
size that the program erie you represents our best judgment as 

how our aid should be distributed to give us the maximum in 
global security. Any program concerned primarily with security in 
the Far East, or in Barapa or in any other area would be dangerous. 

Fourth, this program takes account of the fact that we must stand 
ready for many years to build and maintain free world strength. 
We are not faced with a sudden emergency situation, which will 
somehow miraculously disappear and permit us to relax our efforts. 
We must think in terms of long-range effort, and must not waste our 
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strength in sudden bursts of effort to meet emergency situations. 
Such sudden and spasmodic efforts threaten to upset the economic 
health of both ourselves and our allies, and I do not need to remind 
vou that without sound economies here at home and among our allies, 
the success of our whole effort will be thrown into jeopardy. For 
this reason, therefore, the planning which went into this program is 
based on the recognition of the long-range nature of the struggle 
with which we are faced. 

| would like now to turn to some of the specific areas of the world 
in order to point up the specific problems we are facing and the role 
of the mutual security program in meeting those problems. 


PROGRAM FOR EUROPE 


Kor Europe, we have requested $2,227,000,000, or just about half 
of the total of the program. All except $500 million of the sum 
requested for Europe is for direct military assistance, and nearly all 
of the remainder is closely tied in with the European military effort. 
Why is there such emphasis on military aid for Europe? 

The reason lies in certain inescapable facts which show how com- 
pletely our security is bound up in that of Europe. ‘Take, for example, 
the two basic commodities, coal and steel. Today we and our NATO 
allies have a 3-to-1 lead over the Soviet bloc in steel production. We 
have a 5-to-2 lead in the production of coal. If the Soviets took over 
Europe, they would be equal to us in steel production and would have 
a 3-to-2 advantage in coal production. Our greatest single advantage 
is in our industrial strength. Our advantage would be completely 
wiped out if Europe were to fall. The serious consequences would 
not be confined to the industrial field. The nearly 300 million people 
of Western Europe are not only a huge source of military manpower; 
they also represent the largest single body of skilled workers in the 
world. They would perhaps be an even more valuable asset to the 
Soviets than Europe’s industrial resources. Consider also the strategic 
advantages which the fall of Europe would give the Soviets. They 
would acquire the world’s largest and finest complex of airfields and 
seaports. 

I think that few will question the importance of Western Europe 
to our security. The question immediately before us is whether the 
$2,227,000,000 in military assistance we are asking for is really neces- 
sary. For instance, it is natural to ask whether the Europeans are 
doing all they can to contribute to NATO, especially in the light of 
all we have done and are doing. It is also natural to ask why military 
aid to NATO is needed when NATO already has a sizable force 
which reportedly cannot be much increased in size. 

It is true that we have already made a tremendous contribution 
to the buildup of NATO strength. Since the North Atlantic Treaty 
was signed, we have sent over $10 billion worth of military and 
economic aid to Europe. It is natural to ask what the Europeans 
have been doing during this period. They have spent for defense 
about $30 billion, and their annual defense budgets have more 
than doubled. In terms of their resources, this is a very signi- 
ficant effort, for their total resources, as measured in terms of their 
gross national product, is not much more than a third of ours, al- 
though the population is 50 million larger. 
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It is frequently said that no further United States military aid to 
NATO is necessary because NATO now has a sizable force and there 
is little chance of its being further built up. Hence, it is natural to 
ask why we need to appropriate more for military aid. It is true that 
the force available to NATO today is a sizable one, especially when 
compared with the virtually nonexistent forces of 3 years ago. But 
these forces are not yet adequate. They must be further stre ngthe ned, 
in both quality and quantity, before the security of both Europe and 
the United States can be assured. This fact was clearly recognized 
and accepted at the NATO council meeting in April, when it was 
agreed that NATO must continue to increase its strength. But at 
that meeting we came face to face with the fact that the NATO 
countries had just about reached the upper limit of their ability to 
maintain the past rapid rate in the buildup of forces, while at the 
same time improving the quality of their existing forces. The strain 
on the economies of both ourselves and our European allies was 
becoming too great. Rather, therefore, than continue exhausting 
our resources and sacrificing quality in a too rapid buildup, it was 
agreed to undertake a more gradual and steady buildup, while at 
the same time placing greater emphasis on improving the quality 
of the equipment and combat-readiness of existing forces. 

Thus there has been no decision to “abandon” NATO or ‘to cut 
back the NATO program. We have only shifted to a more rational 
and realistic plan of action which will give us the maximum of defense 
within the limits imposed by our resources. Our program in NATO 
for the coming year calls for a moderate increase in the size of NATO 
forces and a considerable improvement in the quality of forces now 
in being. It is for this essential purpose that the military assistance 
funds have been requested. 

A second major problem concerns European unity. The Congress 
has long recognized the importance of European unity to the success 
of our policies in Europe and has encouraged action in this field. <A 
great deal has been accomplished by the Europeans to date, but I 
would be the first to admit that much remains to be accomplished. 
As you know, the most important step to be taken toward unitv 
today is entry into force of the European Defense Community (EDC) 
treaty. This treaty was signed over a year ago, but so far has been 
approve’ by only one parliament. 

The EDC was developed by the Europeans themselves as a means 
to bring about a German contribution to the defense of Western 
Europe. It not only makes possible German participation in the de- 
fense of the NATO area; it is also important because it is a major step 
toward European unity and makes possible the integration of Germany 
into the free European community. I have discussed the treaty with 
the leaders of each of the EDC countries, and I can say that every 
one of them is solidly behind the EDC as the only good alternative 
for achieving the desired results. The five perliame nts who have not 
yet approved are now giving consideration to the treaty. It is natural 
that the parliaments would want to give careful and thorough con- 
sideration to a treaty which calls upon them to surrender sovereignty 
over their own national defense establishments. However, the need 
for the EDC is so great that we can hope that the parliaments will 
overcome their natural reluctance and soon vote for the treaty. It is 
all the more important because a prime purpose of Soviet policy in 
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Europe is to prevent and disrupt progress toward unity. It is im- 
portant to the whole free world that unity prevail in Europe, irrespec- 
tive of Soviet tactics. 

There are other Européan countries which receive assistance under 
the program. .We now have under negotiation with Spain agreements 
concerning economic and technical assistance, military assistance, and 
base rights. When these agreements are completed, Spain will be 
eligible to receive assistance and participate in the Mutual Defense 
Program. Yugoslavia, which broke with the Cominform in 1948, is 
a recipient of both military and economic assistance and makes its 
contribution to the defense of Western Europe. Austria is a recipient 
of a considerably reduced amount of economic aid, which is still 
necessitated by the difficult position of that country, part of which is 
still under Soviet occupation. 


PROGRAMS FOR NEAR EAST AND SOUTH ASIA 


I would like to turn now to the area which I recently visited, the 
Near East and south Asia. The area is characterized by political 
tension and economic hardship, which present an open invitation to 
internal and external subversion. 

Our basic political problem in this vitally important region is to 
improve the attitude of the Moslem states toward the western democ- 
racies, including the United States, because our prestige in the ares 
has been steadily declining since the war. It is also essential for our 
security that Arab-Israel tensions be lessened and that the economy 
of the area be strengthened and stabilized. 

In order to attain our objective, we must put greater emphasis on 
a regional approach to the problems of the area. For this reason, we 
have prepared a “single package” program, designed to lay emphasis 
on the need for the countries of the region to cooperate with each 
other and to marshal their resources collectively, wherever feasible 

Because of the nature of the problems in this region, the program 
must necessarily place greater emphasis on technical assistance and 
economic aid. The program calls for continuance at present levels of 
existing programs for technical assistance, maintenance of programs 
for refugees, and special regional economic assistance. We consider 
these programs, although relatively small in dollar cost, to be vitally 
important in terms of their contribution to our security. 

We are also requesting funds for a limited military assistance pro- 
gram which should make a significant contribution to the achievement 
of our basic objectives. It will contribute to internal security, will 
aid in promoting plans for peace between the Arab nations and Israel, 
and will assist in establishing a regional defense organization. 

The two nations of India and Pakistan, which make up the sub- 
continent of South Asia, have a combined population as large as that 
of China. They are free from Communist control, but the economic 
conditions in the area make political instability or Communist sub- 
version a constant threat. Food production is the overriding problem. 
Although 80 percent of the population are engaged in agriculture, 
actual production is appallingly low, with resulting hardship and 
privation. Both India and Pakistan have shown initiative in under- 
taking programs for economic development, despite the very limited 
resources at their disposal. Economic progress is demanded by the 
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people in these new nations and the survival of free governments in 
them depends on whether such progress will take place. It is impor- 
tant for us that these nations do continue along the path of free 
development, and it is worthwhile for us to help them through the 
assistance requested in this measure. 


IMPORTANCE OF PROGRAM FOR THE FAR EAST 


I do not need to stress the importance of the Far East to our own 
security, or the seriousness of the threat in that area. The Com- 
munists are engaged in open aggression in Korea and Indochina. 
They are directly responsible for the continuing threats to the stability 
of virtually all of the other countries in the area. Economic weakness 
and political and social instability are a common denominator through 
most of the area. Hunger, poverty, disease, and illiteracy provide 
an open invitation to subversion. 

The increased emphasis on the Far East is clearly reflected in the 
fact that we are requesting substantially larger amounts for defense 
in the area than in the past. The direct aims of our programs are to 
help develop internal stability and strength and the will and ability 
of the free nations of the area to remain free and to make an effective 
contribution to the collective security of the free world. 

In Formosa a primary objective of our policy must be to strengthen 
the defenses of the island. Equally essential is it that we bolster 
the island’s economy. The support of a sizable military force and a 
population swollen with immigrants from the mainland has imposed 
severe economic drains. If Formosa can be made both militarily 
strong and economically healthy, it will exercise a powerful attraction 
on mainland China. 

The situation in Indochina today represents one of the most serious 
present threats to the free world. Primary responsibility for the 
conduct of military operations rests upon France and the associated 
states. Their manpower must do the fighting and they are bearing a 
large part of the costs of the military effort. But they are clearly 
incapable of bearing the entire cost. Our Mutual Security Program 
provides $400 million for the support of the forces of France and the 
Associated States of Indochina and a program to provide military 
end items for the purpose of helping the French and Indochinese 
peoples reduce this Communist pressure to manageable proportions. 

Japan is one of the prime targets of Communist expansion in the 
Far East. Of all the Far Eastern nations, Japan possesses the most 
advanced industry and the greatest reservoir of technical skills and 
commercial experience. She is in a position to contribute substant- 
ially to the strengthening of the security of the free nations of the 
Pacific and to the raising of living standards in the area. Under the 
security treaty with Japan, it is expected that Japan will increasingly 
assume responsibility, within its economic capabilities for its own de- 
fense against aggression, direct and indirect. The forces envisaged 
are purely of a defensive nature, directed exclusively toward con- 
tributing to the defense and internal security of the Japanese home- 
land. 

The modest amounts requested for Thailand, the Philippines and 
Indonesia are designed to help each of these countries meet their spe- 
cial problems of development and security, while remaining free from 
the twin threats stemming from communism and instability. 
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PROGRAM FOR LATIN AMERICA 


I turn now to the mutual security program for Latin America. 

The Latin American countries are our good friends with whom we 
have had beneficial political and economic relations since the time 
when they, like the United States, were colonies of European powers. 
They have assumed with us collective responsibility for the defense 
of this hemisphere. Their strength and their weakness is a part of 
the strength and weakness of the hemisphere. 

The United States, in my opinion, has in the past too often failed 
to give proper attention to them. As you know, the President’s 
brother, Dr. Milton Eisenhower, is now in South America on a good- 
will factfinding mission, the purpose of which is to strengthen our ties 
with our sister republics. 

The Latin American countries are at present a great source of moral 
and economic strength to the free world. They are customarily 
ranged on the side of the free world on issues of principle. They are 
an important source of strategic and other raw materials on which the 
indudtries of the free world are becoming increasingly dependent in 
peace or war. Especially because of their proximity, the raw mate- 
rial resources of Latin America are of great importance to the United 
States. 

The mutual security program for Latin America for fiscal year 1954 
would provide $15 million for the continuation of the military aid 
program, which was initiated 2 years ago, and $24.3 million for the 
technical coope ration program which is now more than 10 years old in 
the area. This represents a reduction of some $37 million in military 
aid as compared with the previous year and an increase of approx- 
imately $2 million in the technical-cooperation program. 

The purpose ot the military-aid program, as you know, is to provide 
in advance for the participation of Latin American armed-force units 
in the protection of vital installations and lines of commurication in 
this hemisphere. The $15 million requested for this year would be 
largely devoted to maintaining equipment and materiel of United 
States origin and to training Latin-American military personnel in 
its more effective use. 

The $24 million requested for the well-established and highly valued 
technical-cooperation program is to help increase the economic 
strength of the hemisphere by increasing economic productivity. It 
makes an important contribution to undergirding the countries of 
this hemisphere against economic instability and, in this way, against 
Communist subversion. The program is especially important at the 
present time because a number of the Latin-American countries are 
facing increased economic difficulties as a result of declining markets 
for some of the principal export products on which their economies 
depend. The technical-cooperation program by contributing to 
economic and social stability in Latin America is a very positive check 
on the spread of communism in the hemisphere. 


RELATION OF AMOUNT REQUESTED TO PRESENT WORLD SITUATION 


I want to conclude with some general remarks about the amount 
requested and its relationship to the present world situation. 

First, the amount the administration requested is $1,772 million 
less than the amount originally requested by the previous ‘administra- 
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tion and over $500 million less than the amount appropriated last 
year. I think that these substantial reductions result in good part 
from the new and hard look which we have given our entire national- 
security program. I am frankly disappointed that the reductions 
could not have been larger. They are, however, in our view the max- 
imum reductions which can be reconciled with the essential security 
of the United States. As Secretary Humphrey put it before the 
House Foreign Affairs Committee: 

“No one is more economy minded than I am * * * I just do not 
want economy at the expense of security.” 

It is natural to question whether we can be at all certain as to specific 
amounts requested for mutual security in the light of the present 
fluid world situation. This is a very important question. I want to 
assure you that our policy is not frozen in a rigid inflexible pattern. 
We are constantly alert to any development which in the future will 
enable us to achieve our fundamental objective of national security 
at less cost. We hope in fact that as other aspects of our policy 
succeed we will be able to reduce our expenditures on this part of our 
program. There are signs of unrest behind the Iron Curtain. It is 
too early to attempt with wisdom to make a determination as to the 
long-range meaning of these developments. Therefore, we should 
not now let down our guard. 

There is no clear evidence in the present situation that the threat 
to our national security has basically diminished or that it will 
diminish in the forseeable future. The Soviet Union continues to be 
a totalitarian regime which controls the destinies of a third of man- 
kind and which has at its disposal a vast and powerful military force. 
Nothing has happened to change that basic fact. The so-called 
peace offensive appears to represent only a tactical shift, not a basic 
change in Soviet policies. Until real conditions for world peace 
have been firmly established, the only sure course for us is to move 
calmly and steadily forward in building free world strength. The 
funds requested for the mutual security program provide the means 
for carrying out this task, so vital to our national security. 

In stressing the importance of the mutual security program to our 
national security, I do not mean to imply that this committee should 
not examine the program very carefully and very critically. To do so 
is your right and duty, and it is also your right ‘and duty to eliminate 
funds for any items which you do not feel to be essential, in spite 
of what the witnesses may say. All 1 really want to do is to restate 
for emphasis something that I know will be the case, whether or not 
I say it: That this committee will be guided in its work by a full 
awareness of the importance of this program to our essential national 
security interests. 

Mr. Taser. Thank you, Mr. Secretary. 

Mr. Andersen, do you have any questions? 

Mr. ANDERSEN. Not at this time, Mr. Chairman. 

Mr. Taser. Dr. Fenton? 

Dr. Fenton. I have nothing except to say that I thoroughly agree 
with the Secretary as far as the South American situation goes. 

(Discussion off the record.) 


OBLIGATIONS, 1953 AND 1954 


Mr. Taper. So far as I can see the obligations during fiscal year 
1953 were a little over $4,400 million and the proposed obligations 
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here are something in the neighborhood of $7,404 million, which is a 
rather substantial increase. 

It would seem as if we had gone about as far as we could with the 
$4,400 million in the obligation picture. 

Mr. Martin. That is for the total program, military and economic. 

Mr. Gary. And point 4. 

Mr. Taner. If you turn over to page 16, you get a figure of $2,648 
million and the comparable figure of $5,590 million for the military is 
more than double what the other figure was. 

I am wondering if we could not get along with a little less than 
doubling it? 

Mr. Strassen. The deobligations are in there, if you recall, Mr. 
Chairman. 

Mr. Taper. I appreciate that. There was a deobligation of some- 
where around $1,500 million or $2 billion that makes the figure sound 
that way. The unobligated balance is reported to us as approximately 
$1,992 million. I do not know whether that is firm yet or not, but it 
is approximately that anyway. 

Those figures sound like a rather substantial increase and I. am 
wondering if they could not get along with a little less than that. 

Mr. Martin. May I comment, briefly, on that, Mr. Secretary. 

Secretary Dutuss. Yes. 

Mr. Martin. The Secretary has told you about the program that 
was developed for Europe in Paris in April and about the relation 
between our aid and United States base requirements in other parts 
of the world. The request for new money for 1954 was developed in 
April at meetings of the National Security Council, taking all these 
factors into account. 

This request was based on the assumption that the obligations in 
1953 would be at the rate expected at that time, prior to the date when 
deobligations took place, and that those goods would be delivered. 
If those goods are not to be available that were expected to be available 
as of April of this year, then you would have to have a new and 
different program for 1954. 

The 1954 program is at this level because, of what we expected to be 
able to accomplish with the 1953 money, both that which it now turns 
out has been obligated and that which has been deobligated and it is 
proposed to carry over so it can be obligated in fiscal year 1954. 
Bookkeeping decisions have shifted from one fiscal year to the other 
the timing of the formal obligation. The request for obligational 
authority is a minimum when you are looking at the results to be 
accomplished by the physical delivery of goods and the provision of 
this mutual assistance, in terms of the base program and on other 
objectives which the Secretary has been talking about. I do not feel 
you can put too much stress on the exact time period, before or after 
June 30, in which the obligation takes place. The program was 
developed and the requirements were examined and screened and cut 
before that deobligation situation arose. 

Secretary Duties. The reason why this is low and this is high is 
because we did not deliver as much in 1953 as has been programed. 

Mr. Martin. It arises also out of the fact that in May 1953, as a 
result of the examination by the General Accounting Office, the 
definition used by the Department of Defense of ‘firm obligation” 
was changed by the General Accounting Office and we are now having 
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to carry over as unobligated funds this $1,992 million figure, to be 
obligated in fiscal year 1954, which funds as of May 1 the Defense 
Department defined as being obligated. 

Mr. Taner. You were operating on a very peculiar basis. 

Mr. Martin. That is correct. 

Mr. Taser. It was on notification to the Defense Department that 
you wished to obligate so much money for certain purposes and there 
was no obligation on the part of any producer of goods to match that. 
Then the General Accounting Office simply ruled that the law states 
if you were going to call it an obligation, it had to be obligated. That 
is all. 

Mr. Martin. Yes, sir. There was not time between that ruling 
and June 30 to get this money formally obligated efficiently and wisely. 

Mr. Taser. We have tried everlastingly in this committee to make 
the Mutual Security Administration realize that funds were not 
obligated unless they were actually obligated. Mr. Cannon, as I 
guess you know, ordered the investigation and the result of it was the 
Comptroller General’s report and it is a very healthy thing. It was 
done because you were not doing business on a business basis. 

Mr. Martin. I do not think there was any quarrel with that. 

Mr. Taser. I think that is all I have at the moment. 

Mr. Strassen. It goes back 2 years, you recall. 

Mr. Taper. Yes, I know. 

Mr. Gary. There was also some question of transfers in there, was 
there not, Mr. Chairman? 

Mr. Taper. Yes. 

Mr. Gary. They had materials that they had contracted for and 
turned them over to the Department of Defense for use in Korea 
and there was no appropriate entry made deobligating the funds 
although the goods had been used for other purposes, 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 

Mr. Taser. Thank you, Mr. Secretary. 


MUTUAL DEFENSE MATERIEL AND TRAINING 
WITNESSES 


DEPARTMENT OF DEFENSE 

NAJEEB E. HALABY, DEPUTY ASSISTANT SECRETARY OF DEFENSE 
FOR INTERNATIONAL SECURITY AFFAIRS 

MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE 

ROBERT E. O'HARA, BUDGET OFFICER, FOREIGN PROGRAMS 

SAM EFRON, ASSISTANT GENERAL COUNSEL (INTERNATIONAL 
MATTERS) DEPARTMENT OF DEFENSE 


DEPARTMENT OF STATE 
EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE SECRETARY OF 
STATE FOR MUTUAL SECURITY AFFAIRS 
OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY 
JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR PROGRAM 
DR. D. A. FITZGERALD, DEPUTY TO THE DIRECTOR FOR OPERA- 
TIONS 
JOHN E. MURPHY, COMPTROLLER 


Mr. Taper. Before we get started, I just want to say to you 
Mr. Secretary, and to the Administrator, that the committee has 
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been very much disappointed in the manner in which accounts have 
been kept with reference to the things that are supplied out of Mutual 
Security for military preparedness across the water, and we hope that 
progress will be made toward clearing that situation up so that both 
Mutual Security and the Defense Department may be able to give 
the Congress a good complete statement of whatever financial pictures 
we are interested in. 

I think I ought to say that, and I hope that you will give real atten- 
tion to that. 

Mr. Secretary, we are glad to have you here, and we will be glad 
to hear what you would like to tell us about this situation. Then 
we want to go into the question as to why you need the money. 


GENERAL STATEMENT 


Mr. Harasy. We are very much aware, Mr. Chairman, of the very 
searching and deep interest of this committee in the management of 
these funds in the Defense Department, and we are determined that 
whatever facts you do not have will be furnished as a result of this 
hearing. 

General Stewart came in as the Director of our Office of Military 
Assistance in February of this year, and I was appowmted in April to 
be Deputy Assistant Secretary of Defense, and we have been workiag 
very hard at the correction of some of the defects that you have 
noted in the past, and in particular the difficulties and defects that 
the report of the Comptroller General has unearthed. 

That report was initiated, I believe, by this committee. It has 
been very helpful to us, and we are proceeding to put into effect most 
of its recommendations. 

As Governor Stassen has told you, we have already gone a good 
ways toward correcting the books so that they reflect more accurately 
in line with the wishes ot th's committee and the Comptroller General, 
the exact status of funds. 

[ had a rather elaborate statement prepared, but I think with the 
questions asked of Governor Stassen and the answers given by him 
that most of the points came out. 

I would like to emphasize again, although I think the committee 
has heard it before, the nature of this threat which the program is 
designed to meet. If it were not for the intensive, vicious, and very 
ingenious Soviet Communist threat most of this program would be 
unnecessary. 

We tend to lose sight of the fact, as an armistice appears to be 
drawing near and other events take place, of the nature of this threat. 


STATEMENT OF GENERAL BRADLEY 


General Bradley has prepared a statement on this whole program, 
consisting of several paragraphs, which I would like to offer for the 
record. I would like to read just one of those paragraphs. This is 
quoted from the statement of General Bradley, Chairman of the 
Joint Chiefs of Staff: 

As to the military situation in the world, to the best of my knowledge and belief, 


there is no indication of any kind that the Soviet and Soviet-satellite military 
sapabilities have diminished in the past year. I know of no intelligence which 
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reveals any change of attitude on the part of the Soviet Union or which would give 
us any reason to diminish, or slow down, or stretch out our preparedness effort. 
The possibility of war is still with us. The risk continues to be great. Both 
conditions will exist as long as our defenses are relatively weak. 


May I enter that complete statement in the record? 

Mr. Taser. That statement was made on what date? 

Mr. Hauasy. The date of that statement is July 2, Mr. Chair- 
man, and it was sent to this committee for the purpose of this record. 
I read the first paragraph of this statement, and the remainder will 
go in the record. 

(The matter referrred to is as follows:) 


STATEMENT OF GENERAL OF THE ARMY OmAR N. BRADLEY CHAIRMAN OF THE 
Jornt Caters or StTarr on Fiscat YEAR 1954 Mutua Security PROGRAM 
JuLy 2, 1953 


Mr. Chairman, and members of the committee, representing the Joint Chiefs of 
Staff, I confine these remarks to the strictly military portion of the Mutual 
Security Program. 

(1) As to the military situation in the world, to be best of my knowledge and 
belief, there is no indication of any kind that the Soviet and Soviet-satellite 
military capabilities have diminished in the past year. I know of no intelligence 
which re eals any change of attitude on the part of the Soviet Union or which 
would give us any reason to diminish, or slow down, or stretch out our preparedness 
effort The possibility of war is still with us. The risk continues to be great. 
Both ecnditions will exist as long as our defenses are relatively weak. 

(2) The military aid part of the mutual security program is all important to 
the collective security of the free world. For several more years our allies 
which we sorely need right now and in time of war if it oecurs—will not be able to 
mobilize effective ground, naval, or air forces without astrong, continuing support, 
through a program of mutual security. To alarge extent our security is dependent 
upon their security. 

3) The defense support funds in the present mutual security program are 
also of tremendous interest to the Joint Chiefs of Staff. We consider them very 
important especially in the NATO countries. These funds—for the long pull— 
are almost as important as the military end items to be supplied. The defense 
support directly assists in the reestablishment of an adequate mobilization base 
and furnishes additional means for self-help among the producing nations. 

(4) In Paris during April 1953, the Military Committee of the North Atlantic 
Treaty Organization acted on the recommendations of the annual review which 
set forth the defense effort being made by all the member nations. This is the 
second annual review we have had. From the two reviews, I am quite convinced 
that the NATO nations are making as great an effort as can be expected of them 
under present conditions. They have pledged themselves to an increase in ground 
forces and in the number of aircraft they have planned for their own defense. 
I point to this as a sign of the continuing progress of the NATO collective defense 
and the continuing good faith of our allies. In order to more rapidly attain this 
collective'defense, we should continue our mutual security program. 

5) After the fiscal determination is made each vear, the Joint Chiefs of Staff 
are then asked to divide it among the 4 titles and among the 3 services. On 
April 29 the Joint Chiefs of Staff received a memorandum from the acting Secre- 
tary of Defense, Mr. Kyes, giving them the decision as to the amount that the 
Director of Mutual Security would request the Congress to authorize and appropri- 
ate for fiscal year 1954 military assistance activities. The Joint Chiefs of Staff 
were then asked to recommend the distribution between military departments 
and titles of the amount to be available for materiel, and for training programs. 

This amount was considerably less than the amount we had contemplated in 
our initial recommendation for the military assistance portion for the next fiscal 
year. However, I would like to make it clear that the Joint Chiefs of Staff sup- 
port all of this program. From a strictly military viewpoint, we would like to 
have much more to help equip and modernize, and support, and maintain the 
forces our allies can be expected to mobilize. Without our help, their progress 
in attaining military sufficiency would be too slow. 

(6) General Ridgway reports that by and large much progress is being made 
in the state of training and preparedness of the combat units of the NATO nations 
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who are receiving this assistance. In addition, our won military assistance ad- 
visory groups, who are assisting in the training of the allied forces, are doing an 
excellent job. 

We have been furnishing military assistance long enough now to know that it 
is paying security dividends. I hope that you will continue to give wholehearted 
support to this program. 

Omar N. BRapD ey, 


Mr. Hatasy. Now, the threat can be measured in numbers, and 
in some recent testimony General Ridgway before the House Com- 
mittee on Foreign Affairs gave some of those estimates. I believe 
you have heard some of these figures before, but they came from 
General Ridgway’s experience and that of his organization, and I 
would like to read a very brief excerpt: 


The Soviet Army mounts 175 army divisions. The Soviet air forces total 
just over 20,000 front-line aircraft, with a large aircraft reserve. The Navy 
includes more than 350 submarines of which a num ber are of the latest type. 

Thirty Soviet divisions are located in occupied Europe, of which the 22 in East 
Germany constitute an ever-present threat to our forward forces. The combat 
effectiveness of their ground forces is rated high, and their equipment good— in 
some types, excellent. 

In the air, the Soviets have made significant progress in reequipping their 
forces with high-performance jet aircraft, and increasing overall combat efficiency 
The Soviets’ well-known disregard for their own casualties further increases their 
offensive capability. 

During the postwar years, army strength of the captive nations has grown from 
forty-five to seventy-odd divisions. Organization, training, equipment, and 
tactical doctrine are Russian. The threat to peace, inherent in his particular 
development, lies in the availability of these forces for use in support of the 
aggressive foreign policies of the U. 8S. 8. R. These forces have already grown 
far beyond the task of maintaining Communist power in each country. 


If I may offer some excerpts from that testimony for the record I 
believe they are pertinent to this general discussion. 

Mr. Strassen. Off the record if I may. 

(Discussion off the record.) 


STATEMENT OF ADMIRAL RADFORD 


Mr. Hauasy. I would like to shift over to the other side and give 
you a statement which we requested of Admiral Radford for the record 
of this committee, in view of the fact that he cannot be here. If I 
may, I will read that: 


As a unified commander whose interests and responsibilities are closely asso- 
ciated with Asian problems, including Formosa, the Philippines, Indochina, and 
Thailand, I request that the following statement of my views in regard to appro- 
priations for the mutual security program be furnished to the appropriate chairmen 
of congressional committees. 

It is difficult to overestimate the importance of our mutual security programs in 
the Pacific area generally, and in southeast Asia, including Formosa and the 
Philippines particularly. In that part of the world there is active fighting in 
progress between the forces of democracy on the one hand, and world communism 
on the other. To date only the participation of United States forces in the Korean 
theater plus our materiel] and economic help in other areas has prevented a great 
enlargement of the conflicts now in progress. In my opinion it is absolutely 
necessary to maintain economic and military assistance to Asian countries as now 
programed. We are gradually building up friendly strength which contributes 
directly to our own security. Any material reduction at this time in our aid pro- 
gram for Asian countries would discourage our friends and encourage our enemies. 
The present balance of power in the Far East is precarious to say the least and it 
must be maintained by the United States mutual security program. 
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MIDDLE EAST SITUATION 


If I may just refer to three matters that Governor Stassen covered 
very well this morning, I would just like to first point out with respect 
to the Middle East the very fact that I cannot provide you with a 
statemeit from an American unified commander, has some bearing 
oa the situation there 

Indeed, we do not have in the Middle East, except through our 
6th Fleet, the kind of power with which to fill what we all recognize 
as one of the most dangerous vacuums that there is of free strength. 
For years the presence of the British forces in that area has been the 
key element in our international security. Now, these areas are 
very important. The Governor gave you several reasons, and [| 
would like to just give you one or two more. It is obvious that the 
oil resources are of tremendous importance, and in addition there 
are communications facilities and air facilities of the greatest 
importance. 

Now, if I could go off the record at this point. 

(Discussion off the record.) 


FUNDS APPROPRIATED TO THE PRESIDENT 


Mr. Hatasy. I would like to go on to what progress we have made 
to date with the 4 years of appropriations that this committee and 
the Congress have authorized, in response to your question, Mr. 
Chairman. I think it is important since you hear so many programs 
here, and I would like to distinguish this program from some of the 
others. In the first place, the money is appropriated to the President, 
and the reason it is, lies in this preamble to the Mutual Security Act 
ot 1951: 

To maintain the security and promote the foreign policy and provide for the 
general welfare of the United States by furnishing assistance to friendly nations in 
the interests of international peace and security. 

Right off it is not strictly a military procurement maintenance 
and operations kind of program. 

This is the most powerful, ingenious, and flexible instrument of 
American foreign policy. 

Therefore, the money is voted to the President. He delegates 
most of his authority over the funds to the Director for Mutual 
Security who, in turn allocates the funds to the operating agencies, 
of which the Defense Department has the largest share. In turn, 
because of the organization of the Defense Department, we suballocate 
the funds to the military services, and through their regular procedures 
modified somewhat by this subcommittee, they actually obligate 
and expend the money. Only a very small amount of it, particularly 
with respect to the overseas public-works. program, is obligated and 
expended by the Office of the Secretary of Defense. 


OBLIGATIONS 


Now, for the fiseal years 1950 through 1953, Congress has appro- 
priated $16.5 billion for mutual defense assistance, of which $15 
billion have been earmarked to the Department of Defense. 
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You will note that almost a billion dollars of mutual defense assist- 
ance funds has been made available to agencies other than the Depart- 
ment of Defense. 

As of May 31, approximately $12.9 billion had been obligated for 
military equipment, training, and related facilities and services. 

The services have given me their estimates that they will have 
obligated an additional $597 million as of June 30, which leaves an 
estimated gross unobligated balance at the end of the fiscal year of 
$1,992 million. 

Now, by carefully screening the first 4 years of appropriations 
and we did this under instructions from the President, the National 
Security Council, and the Director for Mutual Security, Governor 
Stassen, and we are continuing this process on a daily and weekly 
basis—we have been able in the Defense Department to identify 
somewhat over $450 million of military assistance funds oor which no 
firm undeferrable requirement existed during the fiscal year 1953. 

When you subtract that out you get an “estimated a saneeee of 
about $1,516 million. 

Mr. ANDERSEN. Does that include any reobligated funds? 

Mr. Hauasy. Yes, sir, it does. It includes funds that were deobli- 
gated and reobligated, but we are still in the process of reobligating 
some of the funds that were deobligated. 

On the 27th of May, Governor Stassen reported to this and to the 
other committees savings of about $343 million, and the authorizing 
committees took these into account when they acted upon the Presi- 
dent’s request. 

In addition to this $343 million already announced, around $130 
million of savings have now been applied to the appropriation request 
presented to this committee, making up the total, as I said a moment 
ago, of in excess of $450 million. 

To repeat, our estimated net unobligated balance, after taking out 
the savings, and after taking out some of the deobli; rations, and adding 
some of the reobligations is about $1,500 million. 

Now, obviously, this is a large amount of money, and a larger 
amount than we in the Defense Department desire to have not at 
work for this program. We want to examine this figure firsthand, 
and we want to do it together, and if there are savings shown in thx 
course of this hearing that are real savings, we are determined, as | 
know you are, to make them. 

We have, as I said, the three services’ witnesses who will go into 
this at great length. 

We would like, if we may, to present the substance of the program 
to you first and then, toward the end of the sessions on the military 
assistance program, provide a summation of the exact whereabouts of 
these unobligated funds, and the exact whereabouts of the unexpended 


funds. 
COMPTROLLER GENERAL’S REPORT ON METHOD OF OBLIGATING FUNDS 


Now, I cannot fairly discuss the obligations without referring 
again to the Comptroller General’s report. I believe it has been 
made available to all of the members of the committee. I think you 
know that some of our Comptroller people collaborated with the 
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General Accounting Office in examining very vigorously the book- 
keeping methods in the Department of Defense. 

Now, we are trying very hard to put most of those recommendations 
into effect. 

For example, on the 29th of April, the Comptroller of the Depart- 
ment of Defense set up Department of Defense Directive No. 7220.2, 
and although I believe the staff has a copy of it I will make it available 
here should the chairman wish to put it in the record. This is the 
Department of Defense directive to carry out the Comptroller 
General’s letter of April 

Mr. Taser. I think the committee would be more interested, 
possibly, in hearing what progress you have made toward clearing 
it up. 

Mr. Harasy. All right, sir. 

Mr. Taser. If you could tell us that, do so. 

Mr. Hatasy. We are in the process of putting it into effect. 

As you know, it involves those bookkeeping steps all of the way 
from the Office of the Secretary of Defense out through the chain of 
procurement and supply to the clerk who actually sends in the multiple 
copies of vouchers. 

It will be some time, and I believe our earlier estimates were that 
it would be at least 60 days, before we can give you a report on the 
completion of this job of cleaning up the books. 

We have service witnesses who are not here today, but who will be 
here at the time you select, to go right into exactly what steps have 
been taken, but I can give you this assurance that in the case of the 
Army Department they have assured us that by the present time 
they have substantially completed the deobligations of those obliga- 
tions which the Comptroller General found wanting and they are, 

Mr. Andersen asked a moment ago, in the process of reobligating 
the funds. 

We will go right down the line with you when we get to the three 
services witnesses and take up just what has been done with respeet 
to those recommendations. 


CHANGE IN PROCEDURES 


[ think it is only fair to reemphasize something that Representa- 
tive Gary stated this morning, we are really talking about forming a 
procedure. These are bookkeeping rules that were changed in about 
the third quarter of this game, and it has created a considerable 
amount of confusion in the public mind, and we found that some of 
the committees in the House and Senate with whom we discussed this 
were somewhat confused because they thought something had changed 
in the program. 

The program remains exactly as it was before the Comptroller 
General’s study, but the procedures and the bookkeeping forms and 
the rules we are now applying have been definitely changed. 

The funds that have been appropriated are still in the process of 
being committed for military requirements, but, as the Comptroller 
General pointed out, they have not been technically obligated accord- 
ing to his rules. The military deficiencies have not changed and the 
Russian threat has not changed, and we are not deterring any Russians 
because of our fiscal figures, but we are changing the form and the 
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procedures and making it much more appropriate and accurate, and 
we appreciate your help in doing that. 


EXPENDITURES 


Then we get over to the expenditure figures. 

On May 31 the Department of Defense had expended approximately 
$6.4 billion of the military assistance funds out of the $15.5 billion 
which had been earmarked for the Department of Defense. 

The services have given me an estimate that about $400 million was 
expended during the month of June, giving a cumulative total at the 
end of the fiscal year 1953 of $6.8 billion expended out of $15.5 billion 
made available and earmarked to defense. 

This will leave an unexpended balance of approximately $8.7 billion 
of the total funds which were earmarked for the Department of 
Defense. 

Now, there have been reported criticisms of the program because of 
our failure to deliver the military goods and thereby expend the funds 
at the rate which had been forecast. 

Over the last couple of years I understand that the figures provided 
this committee and other committees by various witnesses from the 
Pentagon have become greatly suspected. We have made a conscien- 
tious effort in the last few weeks to give you estimates which we think 
will be backed up by performance. As I said before, we have to 
rely upon the three military departments and exercise a reviewer's 
judgme nt in the Office of the Secre tary of Defense. This, of course, 
applies to the Director for Mutual Security as well. 


REASONS FOR DELAY IN DELIVERY OF MILITARY EQUIPMENT 


The reasons why we have not made more deliveries are rather 
clear. The first reason is the diversion to the Korean war. 

Mr. Taser. How much is that? 

Mr. Hauasy. | think we have a chart on that 

Mr. Taner. Well, all right; if you have it, we will go into it later. 

Mr. Harasy. I believe we can give you a chart that will indicate 
the order of the magnitude of that, Mr. Chairman, and we will get 
it out for you. 

The second reason is as Governor Stassen pointed out this morning, 
some of these funds which were appropriated for military assistance 
to our allies have proved of great assistance to our own forces. | 
refer to over 200 F-84 jets which were supplied the Air Force for 
operations in Korea and for operation in the Air Defense Command in 
the United States. Those have the effect of deferring the meeting 
of MDAP requirements but they will be made up at a later date 

The next is the rate of production which this committee has had 
a considerable amount of testimony upon and on which anything 
I say would be superfluous. 

The fact is design problems, production difficulties and delays, 
and so on, have slowed down our entire military production estimate 
over the last 3 years. 

As | mentioned a moment ago we have an inordinately great amount 
of administrative lead time in this program but that is apparently 
a necessary evil due to the way the program is set up and organized. 
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For several years the funds have not been made available until August, 
September, and even, in one year, October. Secondly, we have to 
set in motion then a very elaborate reprograming process. In almost 
every year there has been a substantial cut which has required a 
complete reprogram through the Joint Chiefs of Staff and through 
our Military Assistance Advisory Group throughout the world. After 
reprograming is completed and all of the political and economic 
factors are cranked into the thus revised program, it is possible to 
suballocate the funds to the services to enable them to let contracts 
or to write requisitions against stocks. 


OVERSEAS PROCUREMENT PROGRAM 


In the last 15 months we have embarked upon an offshore procure- 
ment program. Just a word about that program: In a sense the 
program was worked out with the Congress. In fact, last year the 
House Foreign Affairs Committee proposed, and I believe the House 
passed a mandatory requirement, that not less than $1 billion of the 
appropriation for fiscal 1953 be used for procurement overseas. Now, 
in conference, that was knocked out because the President and the 
executive branch indicated it was the firm intention to place that 
much or more in contracts overseas, but we had a legislative history 
and we have carried it out. In the ensuing 12 months we have placed 
contracts in Europe in the amount of about $1,350 million and we 
have placed contracts in Asia at around $30 million, in Japan and 
Formosa. That, together with the previous offshore procurement, 
gives us a $2 billion procurement program overseas 

We think these are very hard-working dollars. They are in a sense 
triple-duty dollars. In the first place they get some very good 
hardware. The minesweepers we are buying overseas are, according 
to our naval experts, outstanding products. We get them at about a 
20-percent discount over the United States price. The aircraft 
which we are procuring are outstanding. For instance, the jet 
interceptors—the Hawk Hunter—for which there is a very great 
deficiency, we are getting those at a discount. It is very difficult 
to compare the cost of a jet, European design interceptor, with one 
in the United States, but if you take the most nearly comparable 
type we are buy ing, we are getting these fighters at about 60 percent 
of the cost of a similar interce ptor in the United States. 

With respect to most items in the $2 billion procurement program, 
we are getting them at a discount. The reason is obviously the labor 
cost, whch is considerably lower. However, in the field of ammunition 
about which you have heard a great deal, we are paying in some cases 
prices higher than we could buy similar rounds in the United States 
after 3 years of working in fairly high-volume production. Neverthe- 
less, 1 in the whole offshore procurement program We are getting good 
equipment and we are getting it at a discount. 


BUILDUP OF OVERSEAS PRODUCTION BASE 


Second, we are building up in Europe a feature that will tend to 
liquidate this program; namely, a defense production base—not a huge 
United States subsidized base, because these European governments 


are putting up something on the order of 3.5 to 4 billion dollars worth 
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of their owa expeoditures for military equipmeat, but their funds 
together with ours in the margin are building up a production base 
there that, first, will be ready in the event of war. They will not hav 
o rely on Jong sea lines of communication which might not even be 
ible to function for 3 to 6 months, but will have them on the spot 
Secondly, it is a self liquidating feature, and I do not think any one 
of us in this program, all of whom pay taxes at the same rates as ever 

one else, are in it just for the purpose of spending our own taxpay 
ents, but we are trving to liquidate it, but liquidate it with realism 


nd leaving an amount of strength there that will protect the United 


States, 

Finally, and this cannot be underestimated even though it is a 
econdary portion of the offshore procurement program, they ret 
economic benefits from the program. In the first place they get 
dollars with which to reduce their balance-of-payments deficieacy, 
and in the second place they get an increasing gross labor product a 

result of the economic activity so generated and a lot of other bene 
fits ensue from this program 

In addition to the regular United States administrative lead time, 
ve have had over the last 15 months 2 lot of what you m olyt call 
earner le ad time We have learned how to buy effectively ove rseas 


nd that has taken time. As an example, to convert the drawings 
on a round of ammunition or on a howitzer from inches to metric, 
rom Engli sh to French drawings, that might fill a trunk or two, takes 


ereat deal of time Our officers have been particularly careful in 
placing these contracts and that takes time in a strange country. 

Then when we come to the actual production lead time with respect 
to this $2 billion portion of the program, which is approximately 
one-seventh of the total—the total materiel program is about $14 
billion and $2 billion of that means we are spending about 1 out of 7 
of these dollars for procurement overseas the actual production lead 
time there, you might say, is comparable to that which it took here 
during the first couple of vears after Korea. They are learning 
rapidly in regard to the articles which we are buying over there. So, 
we do have an inordinately long production and administrative lead 
time on this offshore procurement program but we feel it is worth it, 
because these are very hard-working triple-duty dollars and an ex 
tremely good use for the funds in the opinion of the executive branch 


DELIVERIES 


Now, by April 30, 1953, we had delivered a substantial amount of 


military equipment. For example, we had delivered almost 4,000 
aircraft; over 500 naval vessels; around 25,000 combat vehicles and 
about 25,000 artillery pieces. We are slowly but surely building a 
line of strength around the free world. Now, obviously, the materiel 


furnished and the tremendous amount of training we have accom 
plished, vets us off to a cood start but we believe in the coming hours 
we can demonstrate to you that the $8.7 billion unexpended is still 
required for this effort and in addition to that new requirements are 
in the program which we believe require the appropriation of a sub- 
stantial additional amount which, together with the carryover, will 
let us continue this;momentum. gg 
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PROGRAM OUTLOOK 


There has been some discussion today about when we will get them 
off our backs. It is fair to say that we are now in a position to shift 
emphasis from the buildup phase—the rapid buildup phase—to a 
maintenance phase in many countries. In other countries we have 
substantially completed the buildup and we are already going into a 
maintenance job. We trust that out of this shift in emphasis and in 
some cases a omer of the job, we are entering into a period of 
declining cost to the United States, and we look to the time when we 
can put this on a strictly maintenance basis. 

[ do not believe anyone is prepared to say exactly when the program 
could end. That is, the military assistance program, and just exactly 
when it will be, but it is tapering off as you can see from the nature of 
the request and the savings that are being made, and we believe it is 
being done in a realistic way. 

[ hasten to point out that no one will tell you that all of the military 
deficiencies are being met. As General Bradley’s statement indicated, 
and as all of us in the Pentagon feel, there is not in the free world 
enough military strength. We are not in these estimates even 
attempting to program the amount the Joint Chiefs of Staff, the com- 
manders in the field who have to confront the Soviets, believe is really 
required. For example, almost nothing has been provided in Europe 
or anywhere else for home defense forces to protect the cities, towns, 
factories, key communication points and so on back of the lines. 
Very, very little in the way of all-weather fighters and the very bare 
minimum of electronics defense system in Europe has been established. 


SUMMARY TABLES ON FUNDS AND PERSONNEL 


I believe it would be useful at this point, as between General Stewart 
and myself, to start in on the general basis for the program. We have 
a series of charts which I believe you will find very informative, and 
as we go along with that presentation, I think questions will develop 
and we can attempt to answer them or get you the answer if we do 
not have them in our heads. 

(The charts referred to follow:) 


THe Murvat Security Procram 


MUTUAL DEFENSE MAT/RIAL AND TRAINING 


Fiscal year 1954 budget requests! 


[Billions of dollars} 


Jan. 9, 1953, 





budget Canes 

message meques 
Military assistance prograrr : . dions inion 5. 40 4.024 
Materiel and training program . ™ ‘ 5. 235 3.713 
LUroy . . 3. 830 21 
Near East and Africa ‘ ‘ 527 425 
Asia and Pacific : inh ote . 808 1. 082 
Latin Americ3 ' 720 020 
Other (infrastructure, facilities assistance, administration, etc.) _...........- 261 311 


! Excludes local currency 
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DEPARIMENT OF DEFENSE 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


I) 

t Training of foreign nationals 

i 

a Completed | Currently in 

training training 

i 

i rmal training courses 25, 899 4, 911 

In United States 20, 104 4,719 
Overseas », (0D 1y2 
Army 8, 23 1, 160 

Navy &, BOR 63 
Air Fores &, 856 2, 788 
ber of mobile training teams 292 81 
ber of technical representatives 257 190 


DEPARTMENT OF LDEFENSI 
MUTUAL DEFENSE ASSISTANCE PROGRAM 


Comparison, fiscal years 1950-53 and proposed fis al year 1954 materiel and training 


programs 


PLANNED FUND UTILIZATION BY AREA 


Fiscal years Proposed 
1OS)-5. 10M 
programs program 
Percent Perce 
Total 100.0 100.0 
Europe 70.8 62.0 
year East and Africa 8.5 10.6 
Asia and Pacific 11.2 26.9 
Latin America : 5 5 


PLANNED FUND UTILIZATION BY MILITARY DEPARTMENT 


lotal 100.0 100.0 
Army 6. 2 2. 7 
Navy 12.5 13.7 
Air Force | 1.3 3.6 


DEPARTMENT OF DEFENSE 
MUTUAL DEFENSE ASSISTANCE PROGRAM 
Distribution of Personnel 


WORLDWIDE, MAR. 31, 1958 


Air Office, a 

Personnel (type) Total Army Navy Secretary oe. 
. | ’ Force *| nationals 

of Defense 

Total personnel 40, 428 27, 608 4, 655 6, 604 307 1.074 
Military 6, 630 3, 678 612 2, 203 137 0 
Civilian 33, 798 24, 020 4, 043 4, 491 170 1,074 
Administrative 3, 711 1, 905 491 922 176 217 
Military 2, 061 1, 077 350 573 61 0 
Civilian 1, 650 828 141 349 115 217 
Program... 36, 717 25 793 4, 164 5, 772 131 $57 
Military ‘ ‘ 4, 569 2, 601 262 1, 630 76 0 
Civilian... .... 32, 148 23, 192 3, 902 4, 142 KS R57 
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DEPARTMENT OF DEFENSE 
MUTUAL DEFENSE ASSISTANCE PROGRAM 


Distribution of personne ; 


CONTINENTAL UNITED STATES MAR 


I \ Navy Air 
Per l e and 
( ) M ( M ( Mil-° 
1 ‘ ) s 3, SRO $014 113 
A dministratix 117 5R 643 19 141 52 
I s 2, 94E Y } t 
W asl to 213 1, O38 4 64 ) 14] 3 
4 KN 7 643 19 141 3 
i 
] x4 » Ve ] 3,873 8 
A R4 1 
3 2. O4¢ 10 8 ( 
State viliar 
Ly RTMENT ¢ DerEN 
I I L DEF N ASSISTANCI PROGRAM 
dD f lion of pers mnnel 
OVERSEAS BY AREA 
Mar, 31, 1953 
I \ y y Air } 
N ( l- Mili- | Civil Til 
‘ I te tary 
j g 62 4 48 29 90 
” 178 | 1 ) 185 l 0 1 
4 > 60 246 f 29 | 1. 589 
I 42 s ) ? ) 
i s 20) 1 ] SQ 
OS »2 1¢ ] 2 8 
I \ s 421 x 154 ( a) 





0 


0 


0 
0 


0 
0 
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Mr. Taser. I would like you first to submit for the record at this 
oint a statement of cumulative availability for military assistance 
or each fiscal year with the grand total and in that same picture a 
tatement as to the total cumulative obligations at the end of each 
iscal year with the grand total; also a statement showing deobligations 
luring the first 3 months of each of the years, with the grand total of 
leobligations; a statement showing by quarters from the inception of 
he program the value of military items delivered to MDAP; expendi- 
ires for military items by MDAP. Also furnish a statement showing 
the total planned production by unit—our own and foreign aid 
luring 1954 for each major item of equipment, Army, Navy, and Air. 
Next we would like to have a statement from the Army, Navy, and 
\ir Force of their 1954 production delivery requirements by units 
broken down into (1) consumption; (2) merease in reserve. 

Also we would like to have a statement showing by unit and dollar 
value the foreign aid quarterly delivery estimated for fiscal year 1954 
ind a general statement giving an analysis of changes in conditions 
vhich warrant planned deliveries in 1954. 

Now, I want to get into the details of these proposed estimates. 

Nore.—The information requested may be found beginning on 


‘ oo. ) 


ANTICIPATED INCREASES IN OBLIGATIONS AND EXPENDITURES 
DURING 1954 


Mr. Taper. As near as I can make out it is the intention to obli- 
cate and to spend a great deal more money in 1954 than was expended 
in 1952 or 1953? 

Mr. Hauasy. That is correct, si 

Mr. Taser. I think we would want to know something of the 
capacity to produce and the real need for that sort of an increase. 

Are you prepared to tell us something about that? 

Mr. Hauasy. Yes, sir; we have the witnesses here from the three 
military departments who are prepared to give you their obligations 
schedule for fiscal year 1954. 

In general it indicates that they can obligate substantially all of 
the amount in the appropriation request. 

With respect to expenditures, although during fiscal year 1953 
about $3.7 billion was expended, it is the best business judgment of 
the executive branch that for the military assistance program, slightly 
in excess of $5 billion would be expended during fiscal 1954. That, 
of course, is subject to a lot of ifs. If the requirements for Korea 
are substantially filled; if there is no outbreak of higher priority 
since last year that will divert from this program; if production 
schedules are met and so on, it is the current thinking and the serv- 
ices have advised us in the Office of the Secretary of Defense that 
those expenditures will occur. 

Mr. Gary. May I ask a question right there? 

Mr. Taper. Yes. 


UNOBLIGATED AND UNEXPENDED BALANCES 


Mr. Gary. Do I understand that the unobligated funds now 
amount to $2,172,815,979? 

Mr. O'Hare. That is the grand total. 

Mr. Harasy. That is for all of the mutual security program. 
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Mr. O’Har\. The military is shown on page 16 and the total un- 
obligated in the mutual defense in the materiel program is estimated 
as of June 20 \at $1,992,256,805. 

Mr. Gary. That is unobligated funds? 

Mr. O’Hara. That is right. 

Mr. Gary. But the total unobligated funds for the whole program 
is the figure which I just read? 

Mr. O’Hara. That is correct. 

Mr. Gary. Now where do you have a statement of the unexpended 
funds to date? 

Mr. Murpnuy. We will have that tomorrow morning, sir. That is 
the statement which the chairman requested a while ago. 

Mr. Hatasy. He is talking about the whole program. 

Mr. Gary. Yes; the whole program and from that $1,992,000,000 
you subtract about $450 million of the savings and you get the net 
unobligated balance which is about $1.6 billion. 

Mr. Taner. You just gave us a figure of $8.7 billion of unexpended 
as of June 30. Is that somewhere near the mark? 

Mr. Hatasy. That is our best estimate on the military. 

Mr. Taser. That is what I understood. 

Mr. Hatasy. $6.8 billion expended. 

Mr. Gary. $6.8 expended and $8.7 billion unexpended? 

Mr. Hauapy. Yes, sir. 

Mr. Murpuy. I would like to point out, Mr. Chairman, that these 
are the funds earmarked for defense. There are other MDAP funds. 

Mr. Taser. We understand that. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Hatasy. The total obligations over the last 4 fiscal years is 
about $13.5 billion out of a total earmarked for defense of $15.5 billion. 

Mr. Taser. Within what time would you anticipate if these funds 
were made available to you in accordance with the House bill which 
totaled, according to this sheet, on page 1, $5,097,100,000, would you 
expect the $7,090,000,000 of funds which would be available to you 
to be obligated? 

Mr. Murpuy. We would expect those all to be obligated by the 
end of fiscal year 1954. 

Mr. O’Hara. I do not believe that is 100 percent correct, Mr. Chair- 
man. I think it had better be made clear on the record that in con- 
nection with the construction of ships and aircraft, particularly, and 
a few other items, that there are certain unobligated funds which have 
to be held for the completion of the components on major items of 
construction. 

Mr. Taser. On what kind of contracts? 

Mr. O’Hara. Later contracts for the items that are placed under 
construction. A ship cannot be fully contracted for at the time the 
hull is laid down. The hull construction can be contracted at once, 
and in some instances part of the machinery-can be, but if the ship is 
scheduled for construction which runs over a couple of years, and if the 
schedule is to be met properly by the delivery of equipment at the time 
it is needed, the contract and purchase orders for some of the compo- 
nents will come at a later time; and the final “fitting out’ cost, which 
is a part of the cost of the ship, will come at the end of the construction 
period and some of it at the launching period. 
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In the case of aircraft construction, certain components are not 
contracted for at the time the major contract for the airframe, engine, 
and some of the component parts are placed. Some components are 
scheduled for use in several different types of aircraft, all of which use 
the same components, and each item may be scheduled and contracted 
for at different times. So, there is normally a carryover that needs to 
7 planned for in undertaking procurement of a major item, which 

» show here under the 1954 estimate, which we do not expect to be 
100 percent obligated during fiscal year 1945. 

Mr. Taner. How much would that involve? 

Mr. O’Hara. In the case of some ships, it involves approximately 
24 percent of the total construction cost. On new construction for 
a minor craft it will run from 15 percent to 25 percent. On major 
ships, it runs much more than that, but we have none in this program. 

Mr. Taser. It runs how much? ‘Twenty percent? 

Mr. O’Hara. Twenty-four percent on mine craft, which is the 
principal item here on new ship construction. 

Mr. Hanasy. I have just an example of that, Mr. Chairman to 
give you some perspective on it. 

Mr. Taser. Unless you have the details on it as to how much that 
would involve, I do not think we need to go into that. 

Mr. Hatasy. I wanted to give you some of the details from the 
Air Force standpoint. This is as of the 30th of April, and we will 
bring it up to date, but they estimate that they would have unobli- 
cated $265 million. They were going to reserve for these er igineering 
modifications about $36 million. In other words they had in the 
production of our aircraft procurement engineering modifications for 
which they wanted to reserve funds in order to get the work done and 
get it done on time. They estimated that more than one-half of that 
unobligated balance was in the process of being obligated and would 
be obligated during July, August and September. In other words 
$175 million out of the $265 million were in the process and that it 
would take 3 more months to get it fully obligated. Then, we at- 
tacked these figures and sweated them, and through that screening 
process there was a savings worked out of their estimate. That was 
subtracted from the unobligated balance to get the net unobligated 
balance. 

Mr. O’Hara. Navy aircraft requirements vary depending upon 
the types; the amounts which are in reserve, and later procured, are 
around 15 percent for the types in this program. 

Mr. Taser. What about the mine craft? 

Mr. O’Hara. Mine craft, average around—— 

Mr. Taser. How much is there for mine craft? 

Mr. O’Hara. The latest average is priced at around $3,600,000, 
complete. 

Mr. Taser. $3,600,000. 

Mr. O’Hara. Yes; per mine sweeper. 

Mr. Taser. How many of them? 

Mr. Outy. Forty-eight are in the European program. 

Mr. Taser. Is that all? 

Mr. Onty. For fiscal year 1954. 

Mr. Taser. Forty-eight; that would be something like $185 million? 

General Srewarr. $127,200,000 for 48 minesweepers in the Euro- 
pean program. 
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Mr. Ouxty. You will find that on page II- 

Mr. Taser. What page? 

Mr. Onty. Part II, page 3. 

Mr. O’Hara. The contract price given you is on the United States 
procurement. That is a higher average than the offshore procure- 
ment. A part of this 48 is offshore, and a part of it United States 
procurement 

Mr. Taper. There are-quite a few small craft, patrol craft. 

Mr. O’Hara. Yes 

Mr. Tanpr. Four major combats; what would that mean, destroy- 
ers? 

Mr. Srassen. Antisubmarine destroyer escorts. 

Mr. Taser. That would be all that you anticipate would be 
unobligated at the end of 1954, that is, somewhere around $200 
million, or maybe $250 million? 

Mr. Hauapy. The best estimate we caa give indicates that we will 
have obligated everything but the reserve for engineering changes. 

Mr. Taser. Do you have a schedule showing the month- -by- month 
allocation for military? 

Mr. Murpuy. I have a copy of that here; yes. 

Mr. Taner. You would have to obligate somewhere around an 
average of $550 million a month, roughly, would you not? 

Mr. Hauapy. It would have to be somewhere around $425 million 
for the military, and the rest would be for the nonmilitary. 

Mr. Taner. The $1,992,000,000 was unobligated for the military. 
How much is the new appropriation for the military? 

Mr. O’Hara. The total for the military, $3,598,000,000. 

Mr. Taser. $3,598,000,000. 

Mr. O'Hara. Yes, with an unobligated balance making $5,590,000-, 
000 

Mr. Taser. $5,590,000,000. 

Mr. O'Hara. That is shown on page 15. 

Mr. Taser. For the first 10 months your obligations were $204 
million, average; that is last year, 1953. 

Mr. O’Hara. Yes. I believe I stated that during the month of May 
the effect of the Comptroller General’s ruling was reflected in the 
account—that correcting the previous obligation, in accordance with 
the ruling, resulted in deobligation, and the total throughout the month 
of May is actually less per month than the total that is shown on that 
sheet. 

Mr. Taser. The May figure shows $140 million—I do not know 
that I have that here. The June figure was approximately $600 
million. 

Mr. O’Hara. That is an estimate. 

Mr. Taser. That would average a little over, probably around 
$200 million. 

Mr. O’Hara. For the year it would be, with that June estimate, yes. 

Mr. Outy. That takes into account the deobligation. We had a 
gross new obligation of about $1 billion, and I subtract the deobliga- 
tion from that. 

Mr. Taper. Those figures in the early part of the year were not 
affected by the Comptroller General’s ruling? 

Mr. Onty. No. 
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Mr. Taper. Was anything else affected to approximately the first 
yf April? 

Mr. Strassen. That is right. 

Mr. O’Hara. Some of those were affected by the internal audit 
prior to the time of the survey that was ordered by this committee, 
\ir. Chairman. 

Mr. Tasor. The survey was ordered last vear, in the latter part of 
the year, but it was not completed and delivered to us until about 
the first of April. 

Mr. O’Hara. That is right. In November, the group came down 
to the Department of Defense, but in the meantime we have had 
some internal audits within the military departments. That of 
course does change some of the things that were wrong, and they 
t about correcting all of those that were identified in their regula- 
tions as being incorrect at that time 

Mr. Taper. Will these funds be actually obligated, or will they be 
te te in the same way that they might have been before the 

Comptroller General’s ruling entered into the picture? 

Mr. O'Hara. | would understand that we all intend, within the 
Department of Defense, to comply with the decision of April 7, and 
to act in accordance with the decision and not only correct the pre- 
vious accounts, that were reflected in the survey, but to follow through 
on all future accounts. The regulations, and directives to that effect 
have gone out from the Office of the Secretary of Defense and within 
the military departments to speed up that result. 

Hatasy. Mr. Chairman, may | suggest that we have here a 
presentation of the program which will lead us up to the kind of analy- 
sis that we know you want, and that we are putting together for you, 
and if it meets with your approval, we should proceed with that 
presentation. 

Mr. Taper. Very well, go ahead. We are fairly familiar with that 
first chart. 

Mr. Hatasy. Yes. 

Mr. Taner. I think we have seen that a few times. 

Mr. Hauasy. I will go just quickly to the second one, and then | 
would like to ask General Stewart to proceed. 


RESPONSIBILITIES OF THE SECRETARY OF DEFENSE 


As you know, the Director for Mutual Security has the overall 
continuing direction of the program, but specifically within these 
areas the Secretary of Defense has primary responsibility and authority 
for these functions, the six functions: determination or requirement, 
procurement of military equipment, the manner in which the program 
is supervised, the supervision of the use of the equipment, the super- 
vision of training, the delivery of the end items, and the establishment 
of priorities. 

Now, at the outset these six functions have had a very great bearing 
on the expenditures. This shows the result of placing the priorities, 
the way they are placed with U. N. operations in Korea and other 
combat areas in high priority, and so on; the funds in the MDAP, 
not in the beginning, for the purposes that we thought that we were 
going to be shooting for, in the way of equipment and the use of equip- 
ment, and we got started in this program in this way, and we. would 











not have had a lot of this type of equipment that went into Korea, 
except for this. 

Mr. Taser. They might have used some of the funds that were 
unobligated, on the part of the military, for those things. 

Mr. Hauasy. The first of the MDA funds that were appropriated, 
$1,300 million, was used to rehabilitate some of the World War II 
type of equipment, that was first available for the Korean war, other- 
wise they would not have had it ready for that. 

Now, the last point I would like to make about this program, with 
relation to expenditures, is the way that this is handled from the 
Department of Defense appropriation, the money we have received 
as shown in this chart. 

The entire program here [indicating] is for equipment and training. 
We are not giving the maintenance and operating money, except for 
our proportionate contribution to the so-called infrastructure, we are 
not putting any public-works money in. This differs, then, from the 
Defense Department appropriation. And, we are not paying any 
allowance money in this military-assistance program. 

So that largely it is a long-lead type of procurement items that we 
handle here. We get only a very limited number of items off the shelf 
that come before you in the military budget. And therefore the pro- 
duction lead time and the reorder lead time is quite a different setup 
in this program than it is in the military program. 

Therefore, you are given a clue to why it takes so long to get the 
goods, to make these expenditures, $14 billion out of the $15.5 billion 
for defense is for material procurement, whereas the portion in the 
Defense Department budget for material procurement is much lower. 

Now, I am going to ask General Stewart to take over and tell you 
how the program was built up. 

General Stewart. My purpose in this overall presentation, Mr. 
Chairman, is simply to give you a picture of what we are doing, how 
we are doing it, in as brief a picture as I can give you. I realize that 
many of you have seen this before, but I think unless you can get a 
general idea of how we operate, it will lead to many questions. 

I would like to indicate, for instance, the geogr aphical setup. We 
are involved in granting equipment to 26 countries, and reimburse- 
ment items to 45 countries, the 45, including the 26. 

We are operating in all areas around the world. This area here is 
Europe; this is the Middle East; this is the Far East; this is Latin 
America, and these dots represent the places where we have military 
assistance advisory groups stationed. 


DEVELOPMENT OF MATERIAL REQUIREMENTS 


I would like to tell you how we-develop these items, because that 
is the heart and soul of the whole operation. 

We have to start each year, as you know, first, operating on a yearly 
program, on the basis of what troops we are going to assist in Europe 
for example. That is usually determined, in the case of Europe, by an 
annual review, where we arrive at an agreement as to what forces 
each country will raise and maintain. 

Until we have a basis for that, of course, no one can calculate what 
equipment will be required. But we do get the basis each year. And 
we start from that point. 
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And as an example in this discussion, let us take one infantry 
division, and the same thing would be true for both the Air Force 
and the Navy. ‘This is the way we develop the list of equipment 
that we undertake to provide. If we start, let us say, with an infantry 
division in any key country, our people—and the Army people are 
with the military assistance advisory group in that country—sit down 
with the Army people of the country and determine the total equip- 
ment required to bring that division into being. They then subtract 
the total requirement of equipment that the country itself can provide, 
either from its own stock, or from the plants or financed production. 
With that they subtract the type of equipment that we as a matter 
of policy do not provide ourselves, regardless of whether they can 
produce it or not. We start with the gross requirement, and then 
after that, we screen out a large number of items. In the case of 
Europe, where we have an intermediate headquarters between the 
military assistance advisory group and our headquarters here, this 
list is again screened, by General Handy. ‘That headquarters has 
knowledge that the local military advisory group would not have 
and in turn is able at that point to further reduce this list. 

[t is then sent over here, the Army list to the Army in Washington, 
oe Navy to the Navy, and the Air to the Air. And it is checked 
by the services to see that it complie s with the procedures and criteria 
set by the Joint Chiefs of Staff. Then it comes up to the Office of 
the Secretary of Defense, where it is considered by the staff in my 
office—I represent the Department—and finally it is sent over for 
approval by the Director for Mutual] Security. 

At each of those steps the program is reduced. It eventually goes 
to the Executive Office of the President, the Bureau of the Budget 
where it is screened on a purely financial basis, and from that point 
on, we come to the Congress and ask for the funds required to meet 
the deficit. 

[ emphasize this process, to point out that we do not furnish all 
the equipment required for any unit; that insofar as humanly possible 
we screen out of the total requirement every item that the country 
itself can produce, and then every item which we, as a matter of fact, 
learn 

aa Forp (interposing). At what point was the $9.8 billion arrived 

, that was discussed this morning? 

"Gene Stewart. The original request was at the point where it 
went to the Executive Office of the President; that was at this point 
[indicating]. 

Mr. Hauasy. The 7.6 or the 9.8. The original presidential request 
for this program came down to $5.7 billion. 

General Stewart. I would like to answer now some of the questions 
about the obligations. When we have reached this point (indicating) 
and Congress appropriates the funds we are then forced to review 
this entire program, because we simply cannot take the balance, what- 
ever is left, and apply it to these various units. Because the funds 
have been reduced, we have got to go back and keep on working until 
we get this in balance. 

So we lose anywhere from 30 to 90 days while we are revising this 
program, after we find out exactly what funds are going to be available. 
That creates a situation where you cannot obligate the amount at any 
earlier time. 
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MATERIAL TRAINING PROGRAM 


Now, in addition to the equipment we provide, one of the most im- 
portant features in this program is the training we give. 

I have here a chart which indicates that while there are relatively 
few people, compared with the equipment, it is a program of consid 
erable scope. These figures simply are given to indicate what we hav: 
been doing in the way of training and the individual courses. Ther: 
have been some 25,890 individuals taking these courses. 

These are courses primarily designed to teach these people how to 
use the equipment that we give them. We have in training at this 
moment, 4,911 students. 

In addition to training these foreign students in our own schools, 
there are schools established in foreign countries, such as Germany, 
and some in the Philippine Islands. We also send out a mobile team 
of highly-skilled instructors who move from country to country. 
These people have completed 292 courses. Of course, that does not 
mean 292 separate teams, but when you total up the courses, that is 
correct. The same team will go to a country and put on a course, 
and then on to another. 81 of those courses are in process at the 
present time. 

And finally, we carry out this training in cases of the more compli- 
cated equipment, such as radar, jet aircraft, where necessary, con- 
tracting and hiring technicians from industry and sending them out. 
We have 257 on that. 

I have here also a picture, or chart, showing the funds that have 
been made available to the Department of Defense. The black line 
of this chart shows the funds that have been made available to the 
Department of Defense for this program. This is as of the 31st of 
May. We-have obligated up to this point [indicating], and our actual 
payments out of these funds is indicated by the green line. 


EXPENDITURES 


Now, whether it is as it should be, or whether it is as we would like 
it to be, I point out that there is the fact of life that it takes about 2 
years to spend the funds after we get them. There are many factors 
that may enter into it, but gene rally that is just about the way it runs. 
Between the time we get the funds to the De :partment of Defense until 
the money is expended is somewhere around 2 years. 

Mr. Taner. You mean a lead time of 2 years? 

General Stewart. To spend them. In other words, the time re- 
quired to carry it through all of these operations, and reach the 
expenditure stage would be very close to 2 years. 

Mr. Gary. That is on the average? 

Mr. Hatasy. The aggregate; yes. 

General Srewarr. Yes. This is the allocation of funds that have 
been made available before by areas [indicating]. This shows the 
amount set up for the fiscal years 1950-53. And you will note that 
greater emphasis has been placed on Europe; and that most of the 
funds have gone for ground forces. 

(Off-the-record discussion. ) 

(After discussion off the record.) 
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General Stewart. This [indicating on chart] is a graphic represen- 
tation of the rates at which expenditures have been made. 

| think you will note in this fiscal year that each of these bars 
represents a half fiscal year. We have expended at the end of 11 
months just $27 million less than was expended during the entire 
previous period of the program. I believe this indicates that this 
machine which had stalled and took so long to get in motion is be- 
ginning to pay off at the production end, and that the delivery end 
is finally moving. 

This [indicating on chart] is a similar chart on deliveries, actual 
leliveries, in terms of money value, but in this chart you will notice 
that in the first 11 months of this fiscal year we have actually de- 
livered more than we delivered in all of the previous program of a 
ittle over 2 years. 

This chart [indicating] is off the record. It is the only classified 
chart in this group. 

Discussion off the record.) 

General Stewart. I have here [indicating on chart] without any 
changes made in it as a result of congressional action, a chart which 
answers a number of questions raised in our original presentations, 
as to what were the changes made in the budget of the previous 
administration. This simply shows that the military part of the 
previous original budget for 1954 now is $5.024 billion, and the 
materiel training program part of that was $5.2 billion, changed 
eee billion. The question was asked a number of times as to what is 
the relationship between the original budget of January 9 and the one 
we are now prese nting. This [indic ating] does not take into consider- 
ation any changes made since it was originally presented. 

This [indicating] is the 1954 program compared with previous 
programs geographically, as to the distribution of funds geographically. 

This column [indicating] shows the distribution of the 1950 to 1953 
funds with 79.8 percent going to Europe, and so forth, as compared 
with the proposed distribution of the funds which are requested at 
this time, where 62 percent goes to Europe, and, of course, the increase 
is largely in the Far East where we go from 11.2 percent to 26.9 percent. 

This chart shows the distribution between Army, Navy, and Air 
Force money as compared with previous distribution. 

All previous programs are shown in this column [indicating], and 
the proposed distribution is shown in this one [indicating]. The 
significant thing is a slight increase in the emphasis of air ry 

Mr. Davis. Do those figures include defense materiel, or do they 
include this base buildup and the infrastructure as well? 

General Stewart No, sir, this is materiel and training. 

Mr. Haxtapsy. We will give you a complete picture of the infra- 
structure and base buildup. 


PROPOSED PROCUREMENT BY SERVICES 


General Stewart. You often ask, how much do you propose to 
spend. We worked up these details in every conceivable way, but 
we did not get it clear. So, I had this chart made here of the major 
categories we propose to spend this money for. In the Army, this 
chart [indicating], this is the proposed use of the money worldwide. 
This is what we buy [indicating]. 
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Mr. Hatasy. Would you read those off, because he is not going to 
have a copy of this for the record. 

General Stewart. In the Army 36 percent of the funds requested 
will go for ammunition, 23 percent for defense combat vehicles; 12 
percent for motor transport vehicles; 16 percent for electronics; 
6 percent for weapons; and 7 percent for other materiel. 

In the Air Force 67 percent of the funds requested will be for air- 
craft and spares; 10 percent for electronics; 8 percent for ammunition ; 
8 percent for Air Force general equipment; and 7 percent for other 
materiels. 

In the case of the Navy, 63 percent will be spent for vessels and 
vessel equipment; 8 percent for ammunition; 22 percent for naval 
aircraft and spares; and 7 percent for other materiel. 

This morning the question of the personnel involved was discussed 
briefly, and I have here some figures on the personnel engaged in the 
military portion of the program. 

This chart [indicating] shows the world-wide figures. 

Mr. Anprersen. Off the record. 

(Discussion off the record.) 

Mr. Anpersen. Let us place the chart in the record and go on. 

Mr. Hatasy. Could that apply to all of the charts, Mr. Andersen? 

Mr. AnpEeRSEN. Yes; I would suggest that that be done, gentlemen, 
that you make copies of the charts available for the record. 

General Stewart. That completes the general presentation of our 
stewardship and our broad proposals for the use of the funds we are 
requesting. 

Mr. Forp. Off the record. 

(Discussion off the record.) 


OBLIGATIONS AND EXPENDITURES FIGURES FURNISHED LEGISLATIVE 
COMMITTEES 


Mr. Davis. When this picture with your balances, and so forth, was 
presented to the legislative committees were your figures anywhere 
near as much up to date as they are now? 

General Stewart. No, sir. 

Mr. Havasy. The figures that we presented to the legislative com- 
mittees on expenditures and obligations were as of April 30. These 
are a month later, and with some of our estimates we have gone up 
to the 30th of June, making them 2-months-later figures. 

Mr. Davis. What were your figures on the unobligated balance of 
the overall program and your defense program when they were pre- 
sented to the legislative committees? 

Mr. Hatasy. Mr. Murphy has a good overall figure. I can give 
you the one we gave for the military, of the funds earmarked for mili- 
tary assistance. We gave these figures as of April 30, 1953. 

$15.5 billion was earmarked. The amount obligated as of April 30 
was $13 billion. The estimated obligations during May and June 
were $1,500 million, and the estimated unobligated balance as of June 
30 was $1 billion. 

We were proceeding under the old bookkeeping rules, and in the 
ensuing 90 days we have attempted, to a maximum extent, to apply 
the rules, and out of that we get a new figure which, comparable to 
this, is $2 billion. 
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Mr. Davis. And your overall figure? 

Mr. Ouaty. I do not believe we gave an estimate of the total pro- 
gram to the authorizing committee. We were concentrating on the 
place where our largest unobligated balance was expected. 

For example, on the economic side of the program we do have an 
unobligated balance as of June 30, but it is relatively small. 

Mr. Davis. You did not furnish the legislative committees with 
anything comparable to this? 

Mr. Onty. I do not recall. I will check that and report to you 
tonight. 

Mr. Davis. Can you give me a comparable figure to that with 
respect to the figures vou gave the legislative committee on the 
unexpended balance as of that date? 

Mr. Hatapsy. Yes. 

Mr. Outy. We did give an estimate of the non-Department of 
Defense expenditures as of the 30th of June, and that figure of the 
expended balace estimate was $1.474 billion, and that should be added 
to the figure which Mr. Halaby will give vou for unexpended Depart- 
ment of Defense funds. 

Mr. Hauary. Our figures as of April 30 of the total earmarked for 
defense are $15.5 billion, and $8.4 billion would remain unexpended. 

Of that we recorded savings of $378 million for a total net unex- 
pended balance estimated as of June 30 of $8 billion. 


INITIAL SCREENING OF REQUIREMENTS 


Mr. Davis. There is one more thing. In connection with those 
charts where you showed a series of screenings, I am just wondering 
how much faith you put in that initial screening, where the natural 
inclination of the requesting nation is to show how bad off they are in 
order to get more from us, and the position that our MAAG repre- 
sentative finds himself in is to try to make himself a good fellow and to 
get along with these people that he has to work with in that country. 

| am wondering if the whole situation is not one that gives us an 
unrealistic request as to the real requirements of that country when 
you get done with that first screening. It looks like it may take a 
considerable time before you get a realistic screening, because you 
look at the military man there, the commander in chief for Europe, 
and his whole inclination is going to be that these countries do need 
this much more in order to build up their available military sources, 
and he has to meet a threat as he sees it. How far do you go before 
you begin to get down to brass tacks and what you believe is a good 
requirement there? 

Mr. Hauasy. The first thing is we give the MAG Chief a set of 
criteria and he is not there on his own. He has a list of criteria of 
what is eligible for the program, and what is ineligible for the program, 
and there are many, many things that the country might request of 
him there that are not available to be programed, so he has, you might 
say, some limitations or terms of reference, and within those he can 
operate. 

The second mandate is that these officers are carefully indoctrinated 
before they go out, and they are chosen with a view of achieving a 
balanced or carefully screened program. I think General Stewart 
may want to add to that. 
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General Stewart. In addition, sir, the Mutual Security Agency and 
the Ambassador’s team has a great knowledge of what the country 
possesses, what its budget for military forces is, what it was last year, 
and what military production is going on in the country. 

Now, our military people work with and have the advice of the group 
in the Mutual See urity Agency that is right there in the same place 
with them, and so we have the safeguard, at least, of that much infor- 
mation. J grant you that your suggestion that the efforts of men in 
a strange country to get along may occasionally create the situation 
to a limited extent that you pic ture, but my observation in something 
of a little less than 2 years in this work is that we are doing a pretty 
honest job all around. 

We have beat into the heads of these people that they are not 
salesmen to sell our equipment, but they are salesmen to get these 
people equipped on the best scale that we can equip them at the lowest 
price. 

We have had some instances where they would not take an excess 
piece of equipment. They wanted the latest kind or model. We 
have talked them down, and I think overcome it. 

Mr. Hauasy. I think that there is one other built-in safety factor, 
Congressman Davis, and that isin NATO itself. We have developed, 
during the last 18 months a process called the NATO Annual Review. 

Now, that does not go on in any channels, it goes alongside, you 
might say, this kind of screening. It is a very healthy practice, and 
one we think that will develop into a process in many respects similar 
to the Bureau of the Budget authorizing and the appropriating 
system that we have in this country. 

What happens is that NATO, not the United States, not the 
British, and not any one country, but NATO sends out the kind of set 
of questions that you might send out about the Department of Defense 
budget, not in quite as much detail, 1am sure. The countries answer 
that questionnaire, and they state their inventory, and they state 
what they are planning to purchase, and they state what they are 
expecting to get from the United States and Canada, and you then 
get some net deficiencies. 

Those are laid on the table with 13 other representatives, and there 
is a very healthy review of each other’s requirements, a review of what 
each is getting from the United States or Canada, and a review of what 
each is buying with his own funds in his own country and in other 
countries, and there is in that process what you might call a double 
check over this year’s screening. 

Mr. Davis. Where does that fit in on that chart? 

Mr. Hatarny. That ties in most nearly at this point indicating on 
chart]. The Government’s officers in this organization, the United 
States European Headquarters, work over here in the NATO annual 
review processing. Consequently, it ties in with the so-called United 
States Regional: Diane Gaien! USRO, under Ambassador Hughes, 
which has taken the place of Ambassador Draper’s organization. So, 
they are under economic and political screening and a real attempt 
is made, and with some success, to get them to develop more of their 
own resources for their own requirements, and to rebalance in some 
cases their own programs of raising forces and of procuring equipment 
for them. 
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The second place it comes in in this area is in OSD and the Executive 
Office of the President where they take definitely into account the 
results of the NATO annual review before they give their approval 
to the program coming up through this process. 

Mr. Gary. As a matter of fact, you have a definite military objec- 
tive. It costs so much to reach that military objective, and your 
requests for each year depend more upon the ability of the countries 
to meet that objective than they do on the objective itself or the 
military requirements, is not that correct? 

Mr. Haxasy. Yes, sir. 

Mr. Gary. If you could do it all in 1 year it would be necessary to 
spend the entire amount that year. If you stretch the program out 
for 5 years the expenditures will also be stretched out for 5 years. So, 
the amount of the requests for each year depends upon the portion of 
the program undertaken during that particular year. 

Mr. Hauapy. Yes, sir; I think the best graphic cxample is a set of 
building blocks where this fiscal year [indicating] is the 1950 program, 
and this fiscal year is the 1951 program, and the whole is that level 
of military preparedness which we believe we can sustain on a reason- 
ably safe basis to our political and economic life. 

Off the record. 

(Discussion off the record.) 

Mr. ANDERSEN. Are there any further questions? 

We will stand adjourned until 7:30, gentlemen. 

Mr. Taser. The committee will come to order. 


ANALYSIS OF 1954 BUDGET 


Without objection there will be inserted in the record at this point 
title 1, pages 1, 2, 3, and 5, and the part of page 4 above the words 
“Near East and Africa.” 


(The matter referred to is as follows:) 


35928—_53——_8 
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Mutvat Security 





Comparative summary of obligations by functions and activities 


[Chapters and sections refer to the Mutual Security Act of 1953] 


Function and activity 


CHAPTER I. MUTUAL DEFENSE MATERIEL AND TRAINING 
Materiel 


rraining 
Other 


lotal country programs 
Contributions t 
Infrastructure 
NATO international military headquarters 
NATO international civilian headquarters 
Standing group 
Control Act expenses 
Special projects 
Administration (for all MS programs) 


rotal direct obligations 
Add reimbursable obligations 


otal obligations 
t reimbursable obligations 
t carryover from 1953 





Appropriation request for chapter I, sec. 540 


CHAPTER II. MUTUAL DEFENSE FINANCING 
Defense support and economic aid 
(a) Europe 
(0) Asia and the Pacific 
Defense NATO financing 
Defense financing for Indochina_. 


Total direct obligations 
Add reimbursable obligations 


Total obligations 
Deduct carryover from 1953 


Appropriation request for ch. II, sec. 541 


CHAPTER III]. MUTUAL SPECIAL WEAPONS PLANNING 
Special weapons production (appropriation request for 
ch III, sec. 542) 
CHAPTER IV. MI 


TUAL DEVELOPMENT AND TECHNICAL 


PROGRESS 
A. Technical progress and development: 
a) Near East and Africa 

b) Asia and the Pacific 

c) American Republics 


lotal direct obligations, technical progress 
and economic development programs 
Deduct carryover from 1 
Deobligation of 1951, 1952, and 1953 programs for 
Burma 





Appropriation request for ch. [V-A, sec. 543 


B. Basic materials development 
Total direct obligations 
Deduct carryover from 1953 
Appropriation request for ch. IV-B, sec. 402 
C. Special economic assistance in Near East and Africa: 
(a) Arab States, Israel, and Iran ; 
(5) Palestine refugee program ‘ 





(c) Dependent Overseas Territories in Africa - - 


Total direct obligations 
Deduct carryover from 1953 


Appropriation request for ch. IV—C, sec. 403 





Actual, 
fiscal year 
1952 


1, 509, 405, 4 
91, 453, 


1, 600, 858, 911 


1, 600, 858, 911 





472 


79, 183, 


64, 764, 087 
50, 000, 000 


114, 764, 087 | 


2, 646, 996, 


2, 648, 071, 


Estimate, 
fiscal year 
1953 


», 400, 885 
2, 229, 112 


, 629, 997 


(139, 756, 469) 
9, 151, 696 

1, 246, 000 
410, 000 

849, 786 

35, 930, 473 





7, 778, 626 


578 
1, 075, 000 


578 





, 833, 660 
7, 168, 700 


1, 462, 002, 360 


51, 142, 166 
94, 087, 699 
21, 595, 465 


166, 825, 330 


33, 096, 806 


70, 228, 000 | 
16, 000, 000 | 


86, 228, 000 | 





$5, 023, 


5, 590, 8 


Estimate, 
fiscal year 
1954 





, 000 
5, 309 
9, 000 
, 000 
, 000 
, 000 


68, 000, 000 


5, 590, 826, 859 


1, 992, 256, 805 


3, 598, 570, 054 


430, 

95, 
200, 
400, 


749, 929 
000, 000 
000, 000 
000, 000 


, 749, 929 


1, 125, 749, 929 
—133, 528, 502 


992, 221, 427 


100, 000, 000 


43, 792, 500 
72. 100, 000 
24, 342, 000 


140 
lj, 


234, 
871, 


500 
000 


—10, 000, 000 


128, 363, 500 


40, 000, 000 


40, 000, 000 


140, 000, 000 
44, 063, 250 
24, 000, 000 


208, 063, 250 
— 44, 063, 250 


164, 000, 000 
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MourtvaL Security—Continued 


Comparative summary of obligations by functions and activities—Continued 


Actual, Estimate, Estimate 
Function and activity fiscal year fiseal year fiscal vear 
1952 1953 1954 


HAPTER IV. MUTUAL DEVELOPMENT AND TECHNICAI 
PROGRESS—continued 


Special economic assistance for India and Pakistan 
Total direct obligations $94, 400, 000 
Deduct carryover from 1953 


Appropriation request for ch. IV-D, sec. 404 94, 400, 000 
Recapitulation of ch. IV 
Total direct obligations $374, 386, 075 $286, 150, 136 482, 697, 750 
Deduct carryover from 1953 45, 934, 250 
Deobligation of 1951, 1952, and 1953 programs for 
Burma | 10, 000, 000 
Total appropriation request for ch. IV 426, 763, 500 


CHAPTER V, MULTILATERAL ORCANIZATIONS 





Movement of migrants, sec. 501 10, 000, 000 8 10, 000, 000 
Multilateral technical cooperation, sec. 502 2, 330, 000 Y 13, 750, 000 
International children’s welfare, sec. 502 6. 9, 000, 000 
). Ocean freight voluntary relief packages, sec. 503 2, 871, 713 2, 191, 078 1, 825, 000 
United Nations Korean Reconstruction Agency 
sec. 504 10, 000, 000 40, 750, 000 71, 000, 000 
Total direct obligations 35, 201, 713 66, 969, 578 105, 575, 000 
luct carryover from 1953 — 1, 096, 422 
Appropriation request for ch. V 104, 478, 578 


Recapitualation of all functions and activities: 


lotal direct obligations 7, 624, 677, 562 4, 454, 949, 952 7, 404, 849, 538 
Deduct 
id reimbursable obligations 1, 028, 413 8, 243, 700 
Total obligations 7, 625, 705, 975 1, 463, 193, 652 7, 404, 849, 538 


Deduct 
Carryover from 1953 — 2, 172, 815, 979 
Deobligation of 1951, 1952, and 1953 programs for 
Burma 10, 000, 000 


Total appropriation request (all functions and 
activities 5, 222, 033, 559 


1 For comparative purposes on total infrastructure program obligations shown for fiscal year 1953 included 
ire against the appropriation “‘ Military Public Works Construction, Office of the Secretary of Defense.”’ 


Note.—Obligations have been adjusted by functions and titles to conform with the appropriation struc- 
ture proposed for 1954. Programs financed from public debt authorizations under ‘‘Discharge of Invest 
ment Guarantee Liabilities’ have been excluded. 
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Mr. Taser. Now, General, you may proceed. 

General Srewartr. Mr. Chairman, we start at this time with a 
discussion of our program for European countries. We are prepared 
to discuss each country in detail, and in order to speed the proceedings 
and because most of the information that I present is classified, wi 
have prepared and passed out, with your permission, unclassifie< 
statements both for the European area and for each individual country 
and it is our suggestion that those statements be entered in the record 


KUROPE 


Mr. Taser. Allright. We might as well start with the breakdown 
we put in the record on page 4, title I. Start with Europe, and wi 
will go right down the line with that. You are asking for $2,539,- 
597 ,900 for “Mutual defense materiel and training’’? 

General Srewarr. Yes; sir. 

Mr. Taser. And $518,200,000 for “Mutual defense financing’’? 

General Srewarr. Yes, sir 

Mr. Taper. A total of $3,057,797,900? 

General Srewarr. Yes, sir 

Mr. Taser. You will just present the $2,539,597 ,900? 

General Stewart. Yes, sir. 


SUMMARY CHARTS ON MATERIEL AND TRAINING PROGRAMS 


Mr. Taser. We will insert pages 6 through 14 of the justification, 
(The matter referred to follows:) 
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CuHaptTEeR I—Murvuat DEFENSE MATERIEL AND TRAININ 


rOTAL PROGRAM 





















Comparative summary of obligations by activity 
Activity Actu ca Kst ‘ I ile ul 
ear 1952 y 1953 ear 1954 
M iterie! $4. 059, 845, 816 $1, 794, 599, 419 $3, 180, 581, 413 
rraining 1, 347, 136 94, 642, 814 120, 289, 191 
rotal country programs 4, 111, 192, 952 1, 889, 242, 233 3, 300, 870, 604 
Contributions to 
Infrastructure ~ 220, 000, 000 1 (139, 756, 469 180, 000, 000 
NATO international military headquarters 1, 303, 260 9, 151, 69€ &, 536, 309 
NATO international civilian headquarters 501, 417 1, 246, 000 1, 169, 000 
Standing group 410, 000 $21, 000 
Control Act expenses Q7, Ble 849, TRE 1. O78. 000 
pecial projects 1, 415. 769 680, 473 34, 100, 000 
Administration (for all MS programs 68, 199, 921 77, 778, 626 68, 000, 000 
Total direct obligations 4, 410, 710, 834 1, 982, 358, 814 s, 504, 174, 913 
Deduct carryover from 1953 1, 371, 977, 003 
Appropriation request, Europe 2, 222, 197, 910 
430, 081, 340 208, 157, 2 491, 429, 161 
4, 041, 929 15, 146, 903 22 366, 180 
100. 000. 000 
Total direct obligations 434, 123, 269 223, 304, 174 613, 795, 341 
Add reimbursable obligations 1, 028, 413 1, 075, 000 
Total obligations 435, 151, 682 224, 379, 174 61 , 341 
Deduct carryover from 1952 12, 713, 221 
Appropriation request, Near East and Africa 301, O82, 120 
Asia and the Pacific: 
Materiel 735, 497, 888 RH. R35. 196 1, 200. 651. 518 
rraining 6, 296, 720 10, 590, 400 26, 067, 907 
Special projects. 32, 250, 000 
Total direct obligations . 741, 794, 608 429, 675, 596 1, 316, 719, 425 
Deduct carryover from 1953 256, 843, 411 
Appropriation request for Asia and the Pacific 1, 059, 876, 014 
American Republics 
Materiel 27, 602, 152 9, 808, 999 61, 040, 
Training -- bic 1, 848, 995 5, 006, 3! 
Total direct obligations 27, 602, 152 11, 657, 994 66, 137, 180 
Deduct carryover from 1953 50, 723, 170 
Appropriation request for American Republics 15, 414, 010 
Recapitulation of all areas 
Total direct obligations 5, 614, 230,863 | 2,646, 996, 578 5, 590, 826, 859 
Add reimbursable obligations 1, 028, 413 | 1, 
Total obligations ; 5, 615, 259, 276 2, 648,071,578 | 5, 590, 826, 859 
Deduct carryover from 1953-.- | 1, 992, 256, 805 
Total appropriation request for “‘Mutual defense | 


materiel and training’’ | 3, 508, 570, 054 
! ' 
1 For comparative purposes on total infrastructure program obligations shown for fiscal year 1953 included 
are against the appropriation ‘‘Military public works construction, Office of the Secretary of Defense.” 
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MotvaL DEFENSE 
EUROPE 
Materiel 


Actual, fiscal 
year 1952 









Aircraft, spare parts, aero equipment and supplies $1, 013, 706, 873 
Vesse 340, 777, 822 
Vessel equipment 16, 559, 588 
Electroni nd other signal equipment 241, 631, 210 
Ordnance equipment and supplies 2, 216, 358, 441 
Engineering equipment and supplies 43, 

Quartermaster equipment and supplies 277, 095 
Transportation equipment and supplies 54, 937, 000 
Medical equipment and supplies 196, 441 
Petroleum, oil, lubricants 100, 000 


Other ar 
Undi 


id miscellaneous 10, 724, 222 


tributed 


facilities assistance 
Snbtotal 3, 938, 643, 339 
Repair and rehabilitation of excess materiel 8, 487, 810 
Total materiel 3, 947, 131, 149 
Accessorial costs 112, 714, 667 


Grand total materiel 4, 059, 845, 816 
7, 601, 633 


Acquisition cost of excess items 97, 


DEPARTMENT OF THE ARMY 


EUROPE 


Summary by agency— materiel program 


Category < 
Actual, 
fiscal year 1952 


Electronics and communication supplies and equip- 
ment 


$147, 418, 37 
Ordnance equipment and supplies 3 


1, 968, 801, 332 





Tanks and combat vehicles 894, 23 
Motor transport vehicles 208, 

Small arms and machine guns 66, 7. 
Artillery and fire control 215, : 

Small arms and MG ammunition__- | 21,6 | 


Artillery ammunition 446, 775, 204 
Bombs, rockets and miscellaneous ammunition | 112, 258, 238 | 


Miscellaneous ordnance | 916, 488 | 


Aircraft and aeronautical supplies 2, 501, 058 | 
Engineering equipment and supplies “ j 43, 374, 647 | 
Quartermaster equipment and supplies 277, 095 | 


Medical equipment and supplies 
Chemical equipment and supplies 
Training aids 


147, 280 
ake —_ 282, 922 | 


. 
Adjutant general supplies__-- . 385, 300 | 
Preproduction costs__. | 
OSP expenses_.- 
_— = 
Subtotal (materiel 2, 160, 686, 946 


Repair and rehabilitation of excess 4, 229, 400 


Total, materiel and repair and rehabilitation of | | 
excess. . | 2, 164, 916, 346 | 
Accessorial costs 


Packing, handling and crating 1 25, 054, 101 


Inland transportation _- 18, 597, 910 
Ocean transportation 16, 269, 861 
Total accessorial costs... 59, 921, 872 
Grand total, materiel 2, 224, 838, 218 
Acquisition cost of excess items (not included in total 


materiel estimate) - - . . 23, 859, 919 


S 





MATERIEL AND TRAINING 


Estimated, 
fiscal year 1953 


$617, 175, 806 
239, 319, 483 
5, 395, 502 

, 837, 136 
978, 204 
100, 000 
467 

32, 361, 757 





280, 942 
5, 611, 353 


1, 610, 060, 784 
19, 633, 083 


1, 629, 693, 867 
164, 905, 55 





1, 794, 599, 
23, 635 





Obligations 


Estimate, 
fiscal year 1953 


$75, 100, 000 | 


328, 584, 934 


(135, 800, 000) 
(62, 200, 000) 
4, 200, 000 
(59, 800, 000) 

39, 300, 000 
284, 934 
46, 500, 000 
600, 000 
500, 000 





900, 000 


100, 000 


715, 066 | 


4, 300, 000 


449, 800, 000 | 


34, 240, 000 
23, 553, 000 
20, 258, 000 
78, 051, 000 
527, 851, 000 


4, 193, 211 


1 Includes comparative transfer of ‘‘Formerly administrative” $10,332,801. 


40, 100, 000 


| 


comparative summary of obligations by major category 


Estimated 
fiscal year 19 


5, 600 
, GOR, 4 
, 931,1 
, 620, 8 
, 240, 8 
35, 262, ¢ 
100. 9 
12, 178, 9 
100 





3, 012, 336, 0 

8, 675, 4 
, O11, 41 
159, 570, 00: 


3, 180, 581, 41 
3, 790, 288 


comparative estimates 


Estimate, 
fiseal year 1954 


$194, 513, 524 
1, 357, 231, 643 


601, 666, O81 
125, 259, 
15, 549, 7 
158, 353 
38, 822 
390, 856, 2 
25, 923, $ 







800, 000 





5, 180, 073 
100, 000 
100, 000 

7, 607 

1, 200, 000 
500, 000 

5, 000, 000 

2, 015, 515 


445, 500,000 | 1, 596, 498, 362 


1, 596, 498, 362 


39, 902, 079 
31, 097, 921 
30, 000, 000 


101, 000, 000 


1, 697, 498, 362 
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DEPARTMENT OF THE NAvy 
EUROPE 


Summary by agency—materiel program—comparative estimates 


Obligations 


Category 
Actual, Estimate, Estimate, 
fiscal year 1952 | fiscal year 1953 | fiscal year 1954 








$340, 777, 822 $239, 319, 483 $167, 908, 430 
( batant 54, 631, 656 14, 301, 194 399, 200 
Mineeraft * 204, 044, 116 212, 674, 100 717, 090 
Miscellaneous 82, 102, 050 12, 344, 189 792, 140 
equipment 58, 687, 916 » 918, 6453 54. 009. 789 
Minesweeping gear 2, 863, 971 648, 675 850, 762 
pare parts 1, 753, 304 994, 978 5, 315, 87 
Electronics 42, 128, 328 4, 523, 151 42, O78, 679 
Other vessel equir ment 11, 942, 313 3, 751, 819 5, 764, 47 
raft and aeronautical equipment 93, 482, 595 89, 686, 469 113, 132, 958 
Aircraft and aircraft spares 84, 127, 305 79, 279, 367 89, 801, 589 
Other aeronautical equipment 9, 355, 290 10, 407, 102 23, 331, 369 
ince equipment and supplies 57, 240, 383 24, 921, 345 46, 005, 744 
Naval guns 13, 643, 160 10, 877, 023 42 
Artillery ammunition 14, 454, 768 11, 045, 981 959 
Bombs and rockets 12, 012, 111 2, 511, 414 938 
Miscellaneous ordnance 17, 130, 344 186, 927 30 
gineering equipment and supplies 82, 545 
Juartermaster equipment and supplies and NGS 467 99 
Clothing and NGS 467 991 
Subsistence 
Medical equipment and supplies | 49, 161 134 17 
Subtotal (materiel) 550, 237, 877 363, 846, 551 381, 140, 474 
Repair and rehabilitation of excess 4, 258, 410 3, 236, 872 8, 275, 407 
Total, materiel and repair and rehabilitation of 
excess... 554, 496, 287 367, 083, 423 389, 415, 881 
Accessorial costs: 
Packing, handling, crating and direct operating 
expenses 1, 468, 516 3, 034, 001 3, 132, 800 
Inland transportation | 771, 877 2, 309, 899 3, 132, 800 
Ocean transportation 1, 184, 832 967, 100 1, 566, 400 
Total accessorial costs__... | 3, 425, 225 6, 311, 000 7, 832, 000 
Development costs ; 1, 300, 000 
Grand total (materiel 559, 221, 512 373, 394, 423 307, 247, 881 


Acquisition cost of excess items (not included in total 
materiel estimate) . 73, 741, 714 19, 442, 176 3, 790, 288 








Ground powered and mar 
Weapons and sp 
General equipment anc 
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THE AiR FORCE 
EUROPE 


eriel program, comparative estimates 
Obligations 


Estimate 
fiscal year 1953 





$920, 224, 278 
d spares 52, 084, 512 
spare 54, 937 
2 1, 06 ; 
24, 997, 585 157, 135, 471 
l 141, 068, OR1 1, 584, 270 
100, 000 280, 942 
ipplies 10, 056, 000 3, 896, 287 


800, 714, 233 
12, 096, 211 


516 812, 810, 444 


s, OOO, OOO 


413, 267 


32, 490, 117 
12, 561, 659 | 





7, 869, 154 9, 158, 160 
18, 189, 163 26, 271, 342 
1, 595, 986 42, 274 


20, 000 


75, 786, 086 893, 353, 996 


Estimate 


$652, 467, 


144, 028, 68 


12, 178, 
33, 026 
88, 100 
69, 877 


23, 818 


1, 023, 497, 1 


400. 


1, 023, 897, 


15, 976, 
13, 180, 
21, 582, 


1, 074, 635, 


OOF 





Murua! 


Training 


r OF THE ARM 


EGO! 
VA 
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EU t 
ZI 
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BUROPI 


lave summary 
Actual I 
1952 1953 
s4 708 
550 2 
4 2 
142 
1 138 1, 422 
F 
098 4,452 
434 
48 f 
124 145 
I 
6.4 ) 
& 492 8 


MATERIEL AND 


bYo4 
1,09 
7) 
4,064 
4,064 

( 
» FOYT 
x 


TRAININ( 


ms 0 
\ 
$929, 38 
0. OOM 
t 
(i 
8 
gS 
61. 98 
» O79, 2090 
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Ca 


Mutual DEFENSE MATERIEL AND TRAINING 
EUROPE 


Comparative. summary. of. obligations. by. activity 


Obligations 


Actual, Estimate, Estimat 
fiscal year 1952 | fiscal year 1953 | fiscal year 


Contributions to 


1. Infrastructure $229, 000, 000 | 1($139, 756, 469) $180, 000 








2. NATO-Military international headquarters , 303, 260 9, 151, 696 8, 53 
NATO-Civilian international headquarters 501, 417 1, 246, 000 1, 169 
4. Standing Group 410, 000 421 


For comparative purposes only, fiscal year 1953 obligations charged to military construction, for 
countries, Office of the Secretary of Defens 


Details of infrastructure contributions ! 


United States 


Total cost Less taxes Net due 





share 
2d slice $327, 230,000 | $157, 397, 630 $20, 553, 968 $136, 843, ¢ 
i slice 478, 305, 000 204, 19, 257, 546 185, 265, ¢ 
4th slice 406, 600, 000 171, 19, 840, 771 5 
USAF NATO construction 51, 000, 000 51 1, 000, 
Contingent reserve , 592, & 





Total 1, 263, 135, 000 584, 815, 941 59, 652, 285 539, 756, 4¢ 


Intrastructure contributions by countries 
Belgium 
Denmark 


5, 000 39, 480, 617 789, 612 
3, 000 18, 831, 698 








France , 000 265, 995, 148 

Italy 5, 000 78, 369, 777 is 4 
Luxembourg 000 1, 904, 391 190, 439 
Netherlands 000 25, 281, 687 1, 516, 901 
Norway 54, 000 31, 460, 275 5 
United Kingdom 2, 000 3, 736, 146 











French North Africa 296, 000 24, 985, 666 
Portugal 5, 768, 000 2, 472, 164 |_- 
Greece 40), 264, 000 16, 885, 198 5, 065, 559 
rurkey 68, 292, 000 28, 631, 283 5, 726, 256 
Total approved program 1 231,000 | 538, 034, 050 59, 652, 285 478, 381, 7 
Less unfinanced portion 10, 096, 000 4, 218, 109 4, 218, 109 
Grand total 1, 212, 135, 000 533, 815, 941 59, 652, 285 474, 163, 65t 


Percentages of United States contributions: 2d slice, 48.10 percent; 3d slice, 42.76 percent; 4th slice A, 
41.78 percent; and 4th slice B, 42.86 percent. 


MvuTuaL DEFENSE ASSISTANCE CONTROL 


Comparative summary of obligations by activity 


site (gins Estimate, Estimate, 
Activity a. —_ fiscal year | fiscal year 
oe oe 1953 | 1954 
+ ¢ iC | z 
Control Act expenses $97, 516 $849, 786 | $1, 078, 00 
This project to be discussed orally. 
SpectaL Provects ! 
Comparative summary of obligations 
Fiscal year 1952 ; : ... $1, 415, 769 
Fiscal year 1953 . 3, 680, 473 


Fiscal year 1954 34, 100, 000 
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Mr. Taser. Go ahead, General. 

General Stewart. Mr. Chairman, I have completed the overall 
picture of the organization and operations of the military assistance 
rogram and have indicated to the committee in broad terms our 
tewardship of the duties assigned us and what we proposed to do with 
ie funds we are requesting. I now propose to take up title 1, which 
overs the European area. With the permission of the committee 
would like to proceed as follows: 

«) I would like, with your permission, to enter into the record an 
nclassified statement on title 1. This statement will contain all the 
iaterial which can be published in the Congressional Record without 
violation of security. I hope that with the entry of this statement 

ito the record that I may then talk freely off the record, as it is our 
earnest desire to give you all the details that you require for the proper 
consideration of this appropriation bill. The order in which we shall 
resent title I is that I shall make an opening general statement. 
\fter this opening general statement Mr. O’Hara will take up the 

scal aspects of all funds relating to title I. When Mr. O’Hara has 
completed his testimony, I intend to complete the general statement 
as to our previous and proposed operation in title I. Following the 
veneral presentation of title 1 we are prepared to go into the details 
of each country’s program and the presentation of these programs will 
be by general sts atement conce rning the country, followed by explana- 
tion of the country’s program. 

b) If this proposed procedure is agreeable to the committee, I 
would like to proceed now off the record. 

(Off the record.) 


GENERAL STATEMENT 


Title I is the designation of the countries of Western Europe, 
including Yugoslavia, but excluding Greece and Turkey. All the 
countries covered by title I except Yugoslavia, Spain, and Germany 
are members of NATO. 

The military assistance program we are discussing here today is 
ontributing to the buildup in yearly increments of ever increasing 
forces in Western Europe. We have made, and are making, sub- 
stantial progress both in size and quality of the forces in countries 
friendly to the United States. The funds we are requesting will 
assist those countries in further strengthening their military forces. 

In 1950 the military forces of the countries in Western Europe 
were poorly organized, badly equipped, and lacked training in modern 
warfare. As an indication of the progress that has been made with 
the contributions of the military assistance received from the United 
States the following information is submitted. 

(Off the record.) 

The figures I have quoted indicate that substantial progress is 
being made in Western Europe. 

The sec urity and welfare of the United States requires that the 
manpower and industrial resources of Western Europe remain in the 
hands friendly to our country. Should the resources of this area be 
turned against us the United States would find itself in an intolerable 
position in both the economic and military sense. It is for this reason 
that we are requesting additional funds to continue the military 
assistance program for this area, and as unpalatable as it is to all of 
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us to pay the taxes incident to making this assistance available, 
have no alternative under present world conditions if we are to do t 
things necessary to insure, as far as it can be insured, the security 
of the United States 

Mr. Chairman I would like to finish up the overall picture of + 
military aid program for title I by calling your attention to data 
contained in some charts. The chart here shows by category 
equipment the money value of the equipment programed with funds 
provided in fiscal year 1950 53; the amount of the programed equi 
ment that has been delivered through May 31, of this year, and t! 
proposed use of 1954 funds in procuring the same types of equipmer 

a) The chart for title 1 in volume II of the Budget Book contains 
additional information on past and proposed military aid operations 
for the European area. Your attention is invited to the table 
the top of this chart. This table shows the value of the equipment 
chargeable to funds appropriated by Congress which has been shipped 
It also shows the value of equipment shipped from excess stocks 
Under the provisions of the Mutual Security Assistance Act th 
Department of Defense is authorized to ship within certain limitations 
stocks declared excess to the needs of the forces of the United States 
to countries receiving military aid. The only charge against appro 
priated funds for these excess stocks are those charges required for 
their rehabilitation, packing, handling and shipping. The acquisitior 
value of these stocks is shown on this chart in order to give you thi 
value of all the equipment we have delivered, or intend to deliver 
The third and fourth column of this table indicate the same information 
I have just described except that these are the items which have bee 
funded but which have not vet been shipped. The last two columns 
of this chart indicate what we propose to do with the funds we ar 
requesting r for fiscal year 1954. 

(b) The detailed list of equipment which covers the major portior 
of this chart shows the types of equipment being programed, what 
has been shipped, and what remains to be shipped from previous 
programs, and in addition, the items we propose to procure and ship, 


together with their value, with the funds we are now requesting. 

c) The chart at the inde left hand corner of the sheet shows our 
training activities. As you know in addition to furnishing equipment 
we also carry on a rather extensive program of training our friends to 
use this equipment. The chart shows the spaces programed for title 


I students during fiscal years 1950-53, the number of training courses 
completed by individual students by May 31, 1953, the sum of stu 
dents in traming on May 31, 1953, and the number of students we 
propose to train with the funds we are requesting for fiscal year 1954. 

(d) My final chart of title I shows the proposed breakdown of the 
funds being requested by country, and by purpose insofar as they 
pertain to training, materiel, and packing, crating, handling and trans- 
portation. It also shows the breakdown of the funds between the 
Army, Navy, and Air Force. 

Mr. Chairman, we are now prepared to proceed with individual 
countries to such extent and detail as the committee may desire. 

(Discussion off the record.) 

General Stewart. Unless there are other questions on the detail, 
Mr. O’Hara of the Comptroller’s Office, Secretary of Defense, is pre- 
pared to give you the fiscal data on the European area. 

Dise ussion ‘off the record ) 
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General Stewart. And for the European countries the average 
trength for an infantry division is somewhere between 17,000 and 
18,000. 

Discussion off the record.) 


FUNDS REQUESTED FOR OTHER THAN MATERIEL AND TRAINING 


Mr. Taser. On that table on page 4, there are items that are undis- 
ibuted in the first column and second column totalling $555 million. 
Vhy is that? 
Mr. O'Hara. Of the military part, there is $517 million of it that is 
t in the country materiel and training programs. ‘There are a great 
ny activities other than those which are in the provisio1 of materiel 
d in the provision of training that are covered by title 1. Those 
al up to $293 million, which will be separately explained. They 
lude the intervational infrastructure to shich we contribute; they 
clude all of the administrative expense of all agencies in the mutual 
urity program; they include certain other special programs, some 
which are classified and will be presented by other witnesses. 
The remainder of that total lies mostly in one thing, which is the 
icking, handling, crating, and shipping cost, which is computed on 
ie basis of the estimated delivery cost overall by title and includes 
epot operating expense in the United States and some expenses over- 
seas through which we control the operation of the supply of items 
o those different nations. There is not any in trainee schools. 


TRAINING PROGRAM 


Mr. Taper. I have been looking over some of these figures. Under 
title 1, page 11, which I would like to have you look at, you have a 
rrand total of 8,492 being trained in 1952 at a cost of $51,347,000 or 
about $6,000 apiece; in 1933 you reduced the number by 180 and you 
have 8,312 and the cost is $94,642,000 or about $11,300 apiece; then 
vou come along to the next figure, for 1954, and you have 12,170 and 
they are supposed to cost you $120 million or approximately $10,000 
apiece, 

Now, the cost of those things seems to have had an enlargement of 
the heart. 

Mr. O’Hara. An enlargement of training primarily for the Air 
Force. You have pilots being trained both in United States installa- 
tions and overseas installations for which United States expense is 
incurred. 

Mr. Taser. Does that mean we are getting a bargain price on 
trainees this year, 1954? 

Mr. O’Hara. No, sir. 

Mr. Taser. You see, if that was figured on the same basis it would 
be $140 million? 

Mr. O’Hara. I think the price in 1954 reflects the fact that there is 
a drop in the Air Force total training spaces in 1954 and a correspond- 
ing drop in the Air Force training cost for formal training in the ZI. 
If you notice, there was a peak of that in fiscal 1953. 

Mr. Taper. But there was an Air Force drop of 1,300 from 1952 to 
1953; yet the cost jumped from $33 million to $88 million. 

Mr. O’Hara. Yes, sir. 

Mr. Taner. That is a rather startling figure. 
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Mr. O’Hara. The biggest factor in the difference in cost of the 
training between those 2 vears was in the cost of aircraft operation 
and attrition. At the time this program was first undertaken, when 
the first obligations were made for this program, there was a full supply 
of training aircraft. Along in 1952, the course in which these pilots 
were being trained required replacement aircraft—required new pro- 
curement of aircraft—and the procurement of the MDA portion of 
the cost of the total attrition in those schools was for the first time 
charged against MDA expense and represented actually the added 
expense to the Air Force of those planes. 

Mr. Hatasy. Was not there also the factor of jet and reciprocating? 
Were not these in 1952 part in reciprocating and part in jet, and in 
{seal 1953 they were all jet? 

Mr. O’Hara. There was a difference. 

Mr. Hatasy. If that is the case, that accounts for a large portion 
of this cost, because the T-33 trainer cost much more. 

Mr. O’Hara. That was part of it, but not as much in that year as 
the increase in cost which was emphasized between 1951 and 1952 
when there was a great changeover from reciprocating to jets. 

(Discussion off the record.) 

General Stewart. Mr. O’Hara was going to discuss the fiscal 
element of Europe. 

Mr. Taser. Go ahead and discuss it. 

General Stewart. Basically, his reason for making the statement 
Mr. Chairman, is that on page 6 in section 1, where there is a summary 
of chapter 1—that is the mutual defense materiel procurement for all 
areas of the world—there is shown the amount of new appropriation 
requests and also the amount of carryover balance, unobligated, which 
is requested to be reappropriated. 


INCLUSION OF REAPPROPRIATION OF UNOBLIGATED BALANCES 
IN ESTIMATED REQUIREMENTS FOR 1954 


Mr. O’Hara. The request for appropriation made for European 
mutual defense materiel and training includes not only materiel and 
training programs proposed for 1954 but also the requested extension 
for completion of the programs for the prior years to the extent there 
remain requirements for the equipment of these forces. The total 
includes certain activities which I mentioned before which are not 
in the direct field of materiel and training. The total new appropria- 
tion request is $2,222,197,910, shown just above the heading ‘Near 
Fast and Africa” on page 6 in the 1954 column. In addition to that 
there is requested an unobligated carryover of $1,371,977,003 or a 
total of $3,594,174,913, which is the estimated fiscal year 1954 money 
available for this title. Of that, there is $293,304,309 which is the 
total for the activities other than materiel and training carried in 
the country programs in this title and the old program requirements. 

Mr. Taper. Where is that figure? 

Mr. O’Hara. That is a combination of the figures following the 
words “Contributions to Infrastructure, NATO International Military 
Headquarters,” and so forth. It is the total of those running down 
through ‘“‘ Administration.” 

Mr. Taser. The total beginning with $180 million and ending with 
the $68 million? 

Mr. O’Hara. That is right. 

Mr. Taser. $294 million? 
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Mr.O’Hara. Thatisright. And we have $1,096,231 ,444 requested 
here for a continuation of prior year programs of materiel and training, 
which represents the requirements that have not yet been met that 

committed and fully established but have not yet been obligated. 

Discussion off the record.) 

\ir. Murpnuy. The total expenditure for the fiscal year 1953, 
according to the Treasury statement of June 30, is $5,531 million. 
That, of course, includes $3.7 billion which Mr. O’Hara referred to as 
being Department expenditures during the year. Some would be 

luded in those obligations and some would not. 

\ir. SrasseN. The obligation as a whole represents contract com- 
mitments which at some later time we pay out. 


MATERIEL DELIVERED FROM STOCK 


r. Taper. How much of these items that you have in title 2, 
9 . 2 . 7) itves f he Ar , ~N rXy » Al K ma? 
page 3, comes off the shelves of the Army or Navy or Air Force? 

r. O'Hara. On the prior-year program, the undelivered portion of 
fiscal year 1952-53 program, approximately $1.6 billion from all 
services in all titles of the act comes from stock. 

\ir. Taper. That is the story as to the items in 1952 and prior 


\ir. O'Hara. That is right. 

\ir. Taser. $1.6 billion out of about $15 billion? 

Mr. O'Hara. No, sir. That is out of the undelivered portion. 
Mr. Taper. Oh. Out of the undelivered portion? 

Mr. O'Hara. That is right. 

Mr. Taber. And out of the delivered portion a larger item? 

\ir. O’Hara. Yes, sir. Delivered from stock—I have those figures 

my office, but I did not bring them with me—it is around $2 
billion up to a couple of months ago that was actually delivered. 
some of that is materiel priced for the program only at repair and 
rehabilitation cost that was paid out for processing the materiel. 

Mr. Taner. In other words, the Mutual Security setup was not 
harged with the excess materiel? 

Mr. O’Hara. Not for the materiel itself. The Mutual Security 
ippropriation pays for the repair and rehabilitation of the materiel 
provided which is excess. Now there is reimbursement received from 
some foreign countries as to some of that materiel. That is charged 

set out in the law, which is a minimum of 10 percent or the fair 
value price. 

Mr. ANnpDERSEN. You had about $800 million worth of excess 

iteriel in 1953? 

Mr. O’Hara. Up to 1953 in the MDA program; yes, sir. 

Mr. Taser. Then you really had to buy out of what was delivered 
ind paid for prior to fiscal 1953 about $4 billion? 

Mr. O’Hara. That is right, sir—somewhere in that neighborhood 
maybe a little less. 





LEAD TIME ON PROCUREMENT 


Mr. Taspsr. What is the average lead time on the materials and 
things that you are talking about having to ship with 1954 funds, on 

mtract for delivery? 

Mr. O’Hara. That would vary as to the types of materials and also 
among the services to some extent. It also varies as between procure- 
ment in the United States and offshore procurement. In the offshore 
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procurement, actually there has been a much longer lead time pro- 
vided for in the estimate than in the United States because of the 
learner’s curve and to stimulate them in opening up facilities. 

Mr. Taser. You are figuring on obligating, according to what you 
told us, approximately $3 billion more in 1954 than in 1953. Is that 
about right? 

Mr. O’Hara. In the military procurement, I believe it is somewhere 
in the neighborhood of $3 billion more; yes, sir. 

Mr. Taner. Have you the designs and plans available so that you 
know those obligations would be made promptly? 

General Srewarrt. | think the answer to that is we have a very 
fine chance to make them much faster than in the past, because 
practically everything we order will be a duplication of something 
we have already bought. So the answer to that question of whether 
we have the plans and the designs I think generally is ‘‘yes.’ 

Mr. Taser. You mean these things will be bought without finding 
out whether they are up to snuff or not? 

General Stewart. No, sir. 

Mr. Taser. I am wondering if you have not got an abnormally 
long lead time laid out here. 

General Srewart. We hope the lead time in the future will be muc h 
less than it has been in the past. I think it is misleading to charg 
the time that it has taken us to deliver equipment to the lead tim: 
in the manufacturing sense, because the time it’ has taken us to 
translate money into delivered end items generally is much greater 
than it takes just to procure the item. That is because of the compe- 
tition for these items along all of the claimants. We have been 
competing with the demand of Korea. I sat on the allocation com- 
mittee for a year in the Army and fought to try to get items allocated 
out of the resources present at any given moment for MDA, and 
they simply were not there in sufficient quantity to meet all require- 
ments. And so, in using the term “lead time,’ I think you have 
used the actual time it has taken us to translate money into items 
delivered to MDA as opposed to the lead time in the manufacturing 
sense. I do not think that is a fair comparison in our operation 
And that has, as I pointed out earlier in the afternoon, been about 
2 years in the overall sense. 

Mr. Taser. Two years? 

General Strwarrt. It is just a little less than 2 years. 

Mr. Taser. Are you figuring on 2 years now? 

General Stewart. No, sir. We are figuring on doing much better. 


UNEXPENDED BALANCES 


Mr. Hauasy. You really cannot get down to this one very clearly. 
You have to take the items, I believe, as I am sure you are fully aware. 
And in the aggregate we can give you an analysis of this unexpended 
balance, whic ch I think on this kind of a program makes sense. And 
that analysis runs something like this. 

If we have a net unexpended balance of, say, $8.5 billion on June 30, 
if that is the actual figure—and for the moment we will assume that 
is—the first charge against that would be what you might call fixed 
charges. Now, what we call “fixed charges” would be the adminis- 
tration of infrastructure, the training-—— 

Mr. Taser. Those are the items that would come out of your new 
appropriation practically entirely? 
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Mr. HatasBy. No. They are carryover charges 1 in those fields. 

Mr. Taser. Your administrative expense? 

Mr. HauaBy. Yes, sir. 

Mr. Taser. You have gotten appropriation support for adminis- 

ative expense right along. 

\ir. Havany. But that takes into account a small amount of 
iryover which comes from paychecks that lap over mto the new 
scal year and transportation bills, travel costs, and so forth. 

Mr. Taner. But that is nearly negligible. 

Mir. Hatasy. But it is an amount and it is a fixed charge. First 

t me take them all together as training, accessorial and infrastructure. 
Those total up to around $300 million. You subtract those from the 
$8 billion that was unexpended 

Mr. Taser. It would not come out of that hardly any of 

id be about $25 million; that would be about the peak vou would 

out of that, and the rest of it would come out of the new appro- 
iation. Is not that right, Mr. O’Hara? 

Mr. O’Hara. Not on training and not on infrastructure. We 

ive actually over $60 million in pending bills on internationally 
nanced infrastructure 

Mr. Tanner. What is internationally financed infrastructure? 

Mr. O'Hara. That is military publie works construction for the 
North Atlantic Treaty forces. That provides for joint funding, 
contributed to by all nations that are signers of the North Atlantic 
Treaty. We have about $60 million in that. We have nearly $100 
I illion in unexpended, unliquidated obligations on training courses 
that have been entered into, or for persons who are on the way for 

raining now. And in packing, handling, crating, and transportation, 
the transportation bills are very slow coming in and that is a big 
item of expense in this program. There is over $100 million out- 

tanding in unliquidated obligations on that and other packing and 
hasaldiews costs. Those are the biggest items in that total. 

There are small amounts of administration, a matter of $2 million 
or $3 million, and some similar carryover, unpaid bills rather than 
anything else. 

Mr. Passman. Do you have a table showing the total obligations 
for all the years since the inception of this program? 

Mr. O’Hara. We are getting such a report for the committee. 

Mr. Hatasy. It is about $13.5 billion out of the $15.5 billion. 

Mr. Passman. Through fiscal year 1953? 

Mr. Hauasy. Yes, sir. 

Mr. Passman. With almost $10 billion unexpended balance. 

Mr. Taser. The $15.5 billion available for military purposes and 
the unobligated balance is $1,992,000,000. That means $13 billion 
has been obligated since they started. That is about the picture. 

Mr. O’Hara. $13.5 billion as of June 30. 

Mr. Taner. Those are the figures you gave me. 

Mr. Hauasy. That is right. I gave those this afternoon. 

Now may I finish that ‘analysis? I started off by saying we had 
an amount of $8.4 billion unexpended and we have some amount 
payable on fixed charges of the order of $300 million. That would 
leave about $8.1 billion unexpended for materiel. Of the $8.1 billion 
unexpended for materiel, you have to break that down between OSP, 
offshore procurement, and procurement in the United States. Now, 
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offshore procurement now aggregates $2 billion, and the remainder 
approximately $6 billion, is United States procurement. 

Mr. ANpreRSEN. In what European nations do you allocate th, 
bulk of this $2 billion offshore procurement? 

Mr. Havasy. France, United Kingdom, and Italy. 

Now, if I could just finish this very brief story. You have cha 
lenged it, and I would like to try to follow through on it very briefly, | 

If we have, as we believe, about $8.5 billion unexpended as of {| 
end of fiscal 1953, and if these fixed charges which you have shal. 
lenged but which Mr. O’Hara and I, at least, would like to say are | 
fixed accounts payable kinds of charges, you then have about $8.1 
billion or $8.2 billion for materiel procurement. And that is the part 
of this program that it seems to me you will be most interested in 
When we break that down, we break it into two categories: on 
procurement in the United States, of about $6 billion; two, procure- 
ment overseas of about $2 billion. 

Now, the overseas procurement, offshore procurement, as I have 
explained earlier, is an extraordinarily long lead time, and we have 
deliberately and consciously undertaken that procurement knowing 
that, because in addition to getting items at a discount, which we ar 
doing, we are trying—and I believe this committee has urged us to 
try; I know the other committees have—to build up a mobilization 
base there from which they can get their own equipment and liquidate 
this program. Finally, they are getting dollar receipts and other 
economic benefits out of this program that justify such a program. 

Just to give an example, take this French fighter that Governor 
Stassen referred to as the one that was going through the sound 
barrier over Paris day before yesterday. That fighter is just getting 
started. There are only two or three of them, ‘and they are really 
experimental models. The French factory —-———, on application of 
the French Aircraft Ministry, is getting tooled up to build it. mee v 
will get tooled up to build it and get into production and the first « 
those operational fighters will come off the line in early 1955, and 
that contract will not be completed until the spring of 1956. So on 
that item, which is a fairly large item, about $86 million worth, you 
will have 36 months’ lead time. And if you take into account all of 
the time we have been getting going since you first appropriated this 
money last August, there is almost 4 years of lead time in there. Now, 
that is a very long administrative and production lead time, but for 
the advantage you get out of it, for the discount you get, it seems to 
the executive branch to be good business to do it. 

That accounts, on this analysis at least, for all but approximately 
$6 billion of the procurement which remains in the United States 
under obligation but unexpended. 

Mr. Gary. A large part of that lead time is consumed in getting 
the bugs out of the machines—in perfecting them; is it not? 

Mr. Hatasy. That is correct, sir. And if you break this down to 
the Army, Navy, and Air Force and then analyze that lead time for 
financing, then you begin to get at how this money is at work. And in 
terms of the amount and the duration of the working capital you are 
giving us for this program, on that chart General Stewart showed you 
the average was about 24 months from the time the money got 
allocated to the Department of Defense to the time shipment was 
made. 
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Now, on some items the lead time—— 
\ir. Taper. It sounds to me like a long period. 
\ir. Hatasy. It is a long period. I do not think anyone would 
tend to say it was not a long period. But the question that is 
lly before this committee as it goes through these deliberations is 
length of lead-time financing that should be given to this special 
rram, composed of its political, economic, and military aspects. 
(his is not a straight military procurement program and never has 
n: it is a mutual security program, and the lead-time financing for 
;,in the opinion of the President and the executive branch, a longer 
time than would normally be considered proper for a military 
irement program. 


OVERSEAS PROCUREMENT 


\ir. Taner. I would like to have you tell us, if you could, how 

ch of this item on title II, page 3, is to be produced in places other 

an the United States. Do you have that? 

Mir. Hauasy. Yes, sir; we have that by services, if you like. 

Mr. Taser. I mean of new money. 

General Stewart. No, sir. 

Mr. Hatasy. We can give you the aggregate, and I think the 

rvices have the aggregate. 

Mr. Taser. The aggregate of these budgets is somewhere around 
$2 billion? 

Mr. Hatasy. Let me take a cut at that one while General Stewart 

etting his more detailed data. 

lf you appropriate the carryover plus the new money, we will have 
ut of the new money approximately $3 billion for materiel. I believe 

is about $2.9 billion for materiel. 

We believe that we can obligate effectively and put to work properly 
about $1.2 billion to $1.5 billion, almost half of that, in Europe and 
Japan. This year we have done $1.4 billion. If all goes well and you 
authorize the carryover and new appropriations, we anticipate a 

milar amount next year. Thus out of $2.9 billion available for 
materiel procurement about $1.2 billion to $1.5 billion is overseas, 
and about $1.7 billion to $1.5 billion is in the United States. If you 
take the title I portion here and break it down, as General Stewart 
may be able to do, that, of course, will be smaller figures. 

Mr. Taser. You can furnish that information to the committee 
as soon as possible. 

Mr. AnpersEN. Off the record. 

(Discussion off the record.) 


COMPTROLLER GENERAL’S REPORT ON DEOBLIGATIONS 


Mr. Taser. Of course the committee did not make any rules as to 
the deobligation of any of these things. 

Mr. Strassen. The General Accounting Office did, sir. 

Mr. Taser. The regular statutes made the rules as they were set 
up, and the General Accounting Office interpreted them. Here is 
what they say: 

The contracts for certain items which were deleted from the program as it was 


revised were not adjusted. Therefore Ordnance was faced with the problem of 
funding the items from Army funds. If this could not be done other items in- 
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cluded in the revised program would be cut back to provide for the overprocure- 
ment. There appears to have been no further inquiry or followup action after 
receipt of the reply from Ordnance, although the amount of duplicate obligatio 
and overprocurement against MSP funds subsequently increased from appr 
mately $300 million on June 30, 1952, to approximately $600 million on November 
30, 1952. There was no evidence of any corrective action having been initiated 
by Army Ordnance or higher echelons at the time of the survey. 

Have those duplicating items been corrected? 

Mr. Havasy. | think Colonel Corbett of the Army Department is 
the most authoritative answer on that, Mr. Chairman. 

Colonel Corserr. They have been corrected, Mr. Chairman. 
of June 30 we have no duplicating. 

Mr. Taser. When were they corrected? 

Colonel Corsetr. During May. 

[r. Taner. During May? 

Colonel Corsetr. Yes, sir. 

Mr. Taper. Is that the reason the May picture showed 
deobligation? 


A 
AS 


Colonel Corzserr. That is one of the major reasons, sir. h 
addition to that we did have a large deobligation from the stock fund 

Mr. Taser. From the stock fund? 

Colonel CorsettT. Yes, sir. 

Mr. Taser. From the Army stock fund? 

Colnel Corserr. Yes, sir. 

Mr. O'Hara. I believe Colonel Corbett means the MDAP property 
account, 

Colonel CORBET Property account 
Mr. Taser. Dr. Fenton? 










PERMINATION 





OF PROGRAM 





Mr. Fenton. In view of the recent action by another body of Congress 
requiring the termination of this program in 2 years, and in view of the 
statement you made as to your offshore procurement, particularly in 
France, how can we justify projecting this program which you are 
talking about 3 or 4 years hence on the matter of planes? 

Mr. Hatany. We actually now have contracts, completed deliveries 
of which will not occur, as I said, until the spring of 1956. In each of 
those contracts we have a termination provision. The United States 
Government at its will may terminate the contract. Before entering 
into those contracts we consulted with various key members of the 
committees authorizing this program. They told us that they felt 
as we did, that this was such a good deal for the United States, the 
procurement of these minesweepers and these interceptor aircraft,that 
they felt we would not have to face the prospect of cancellation charges 
on those contracts. 

The present status of the legislation is, as I understand it, that the 
Senate bill provides that the termination dated of the program is 
June 30, 1955, with 1 year in which to run out the pipeline of economic 
and technical assistance and 2 years in which to run out the pipeline 
of military assistance. For military assistance under the Senate 
version we have until June 30, 1957. 

This was Senator Saltonstall’s amendment. Therefore we will be 
able to undertake additional obligations for offshore procurement in 
fiscal 1954 which provide for deliveries up to June 30, 1957. 
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Mr. Gary. When the program was originally projected it was pro- 
posed that it be made a 5-year program and Congress specifically, and 
I think very wisely, refused to give an authorization for 5 vears 
because it was said at the time that the program ought to be reviewe( 
every year. I thoroughly agree with that. The ‘authorization has 
to be made every year. Therefore, we can review the entire program 
in the light of experience and conditions existing at the time the new 
appropriation is requested. 


EFFECT OF DEOBLIGATIONS ON ESTIMATES OF OBLIGATIONS, 1952-54 


Mr. Strassen. On this deobligation matter, and the whole obligat 
picture, there is a very important adjustment to look at in this sit 
tion, in what I would consider to be a most logical way. 

On page I 5, where you have the overall program, you can see 
obligations for chapter I, the mutual-defense materiel and train 
You see those totals of obligations: $5,615,259,276 in 19 
$2,648,071,578 in 1953, and a projecte 1d $5,590,826,859 in 1954. 

When you consider that there is in this picture about $1.2 billior 
of these eentone that were subsequently deobligated because th 
were held by the General Accounting Office under the law to be i 
correct, what you really ought to do is to go back to 1952 and ta 
that $1.2 billion off, because they were not obligations under 
interpretation now being applied. That really would have made 
the obligations in 1952 about $4.4 billion. Then you ought to add 
that $1.2 billion to the $2.6 billion shown for 1953, because we actu- 
ally obligated that much more, although in the table it is offset by 
the deobligations to show the net figure. That would give abo 
$3.8 billion for 1953. Then you would subtract the $1.2 billion from 
the 1954 obligations to see the program in 1954, because it is now 
being reobligated and it is not really a part of our new program obliga- 
tions. We have a new obligation program of about $4.3 billion 
That is the way that deobligation straightens out. The abnormal! 
part of it shows up here. 

Mr. Taper. Any other questions, Mr. Davis? 

Mr. Davis. First of all, off the record. 

(Discussion off the record.) 


REASON FOR AMOUNT OF UNOBLIGATED BALANCES FOR 1953 


Mr. Davis. On an overall basis with respect to this military phase 
of the program, a review of the hearings of last year shows that the 
Department of Defense people came up here and stressed the urgency 
of the figure as they presented it to this committee. Then in the 
authorization a whack was taken at it and in the appropriation 
another whack was taken at it. In spite of that, we end up with 
almost $2 billion that was not obligated. What does that lead us 
to conclude with respect to the presentation which was made here 
last year on this Defense request? 

General Srewart. Well, I think the answer to that is simply 
this: When they took that much money out we shot at a goal just 
that much smaller. It is almost as easy to buy 2 million rounds 
of 155 ammunition as it is to buy 1 million rounds of 155 ammunition. 
You can obligate the money just about as fast. You have to go 
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ugh the same process. The fact that we end up in our adminis- 
itive efforts to obhgate this money—complicated as they were 
a change in the rules in the middle of the game—in that shape, 
loes not by any means indicate that the military requirements for the 
ins, the ammunition, the trucks, and for the forces required has 
reased one bit. I think that if it had not been for this difficulty 
ran into in the bookkeeping down in the services, we would have 
da reasonable unobligated balance at the end of the year. There 
| always be a little bit. 
| think aside from that difficulty, which upset everything we were 
x, we would have had more funds with bigger lots of each of the 
irs we were buying and we could have obligated that. 
Mr. Hatapy. There is one other element; that is that you might 
the overall cut in the program causes us to go back and reprogram, 
have gotten inured to that and we do it annually. It takes any- 
from 30 to 90 days. | suppose if we ever presente d a program 
th assurance that it was going to be approved as presented we could 
prepared the procurement directives and gotten all the n eden 
provals from the service level to the Secretary of Defense level to 
Director for Mutual See urity level and the Bureau of the Budget 
d issued the directive the day you voted the money. That would 
done in the Department of Defense, and we try to do it. 
In this program it is impossible, because the moment you vote the 
oney you vote it to the President. The President delegates his 
thority over to Mr. Stassen. Mr. Stassen then gives the agencies 
figure against which they may reprogram. We take this vast 
iount of woth and change it in the light of the reduced or changed 
‘ures. We go out to the field and say: 
You are only Rone to get 80 percent of what you thought you were 
oing to get. Go back to the country and come back with a new 
balanced program that makes some sense. 
Mr. Taser. So you are going to be disappointed if we do not do 
hat? 


Mr. Hauasy. If you have a towel handy I will wipe my tears. 


RELATION OF AMOUNT OF APPROPRIATION TO PROGRAM OBJECTIVE 


Mr. Gary. Let me ask you this question: Is this not correct; after 
all, the amount of money you are requesting is based upon a certain 
military program. This program calls for a certain number of divi- 
sions in NATO. Now, it costs so much to equip those divisions. 
You plan to equip so many by 1954, so many more by 1955, and so 
on. Now, if you get the required money you equip those divisions 
according to schedule. If you do not get the required money you 
have to stretch the program out and you do not reach your military 
objective. Is that correct? 

General Stewart. That is absolutely correct. 

Mr. Gary. If we want to meet the military objectives as set up 
we have to appropriate the money necessary to do it. So we either 
appropriate the money or cut down our objectives. 

General Stewart. That is just it, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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Mr. Davis. Referring again to my previous question, Mr. Secretary, 
surely there must be some standard of urgency so that if some funds 
are removed the more urgent ones would be the ones you would , 
ahead with. That would hardly be consistent with what appeai : 
to be your previous statement that the greater the cut the bigg 
the unobligated balance you were going to have. 

Mr. Haxasy. I did not mean to say that, if I did. That would 
not make sense: the bigger the cut the more the unobligated balance 

What I did say, I think, was that the reprograming time does 
require us to delay, to that extent, the obligation of the funds. Th 
other major reason which General Stewart adverted to is that \ 
have been playing this game now for 4 years. After 5 minutes of the 
fourth quarter the referee comes in and says “You are going to play 
the rest of the game with new rules.” 

So the last 10 minutes of the fourth quarter of this game is con- 
fusing, to say the least, because we are using completely new rulk 
Offside is different ir this period from what it was in the last period. 
The holding penalty is 25 yards instead of 15 yards. That has raised 
what would otherwise have been about a half billion dollars unobli- 
gate “l balance to $1% billion unobligated balance. 

Mr. Davis. I do not think your avalogy about changing the rules 
is very good, because I think the most important rule of the whole 
game is: How much money is the appropriation going to be after this 
committee reviews it? 

Mr. Hauasy. Right, 

Mr. Davis. You knew about that rule when the game started. 

Mr. Havasy. That is not what we are talking about here, as I see 
it. We are talking about what has been obligated and what has not 
been obligated. That is a bookkeeping figure; not the basic substance 
of the program. 

Mr. Davis. One other question arises along a similar line. 


INCREASE IN OBLIGATIONS IN 1954 


We were talking about—I suppose the term was used—phasing the 
program out. There has also been reference made to the fact that 
the emphasis, to some extent at least, is being placed in other areas 
besides Europe in the program; that the trend is in that direction 
Yet here it appears, in accordance with page 6 here, that looking at 


the thing on an overall basis the overall plan on the surface is for 


obligations very substantially in excess of the obligations that were 
made in the last fiscal year in the European area. 

Mr. Hauasy. That is page I-6, is it, Mr. Davis? 

Mr. Davis. Yes. 

Mr. Hauapsy. In other words, you are referring to the $1,982 
million against the estimated $3,594 million fiscal 1954. 

Mr. Davis. Governor Stassen made a statement which alleviates 
that to some extent. I do not think the differentiation is quite that 
much there. 

Mr. Hauasy. It is $1.9 billion versus $2.2 billion. 

Mr. Davis. Something of that order, yes. At least it appears that 
there is more money planned to be obligated in the European theater 
in the justifications before us than was the case in the previous year. 

Mr. Hauasy. I think when the figures were presented this morning 
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they were total program figures, by percentage, were they not, 
eneral Stewart? 
General Stewart. 1950-53 total against the proposed distribution 
fiscal 1954. 
\ir. Hatasy. Within that 1950-53 the largest amount of unob- 
: -ated and unexpended funds, of course, are in title I. That averages 
out 75 to 80 percent of the total program. In the new program the 
: European drops from 80 percent to 62 percent; and Asia rises from 11 
ercent to 27 percent. 
\Mr. Davis. But in terms of dollars, though, the number of dollars 
for the European theater is more than it was. 
Mr. Hauasy. Yes, sir; it is, because the total available for obliga- 
tion was greater in the European theater than anywhere else. 
Mr. Davis. That is something which is a little difficult to explain 
as being consistent with the other two things I mentioned; that is, 
overall phasing out of the program and a decrease in the emphasis 
m the European theater 


PROCUREMENT OF AIRCRAFT 


| have one more question. You talked about this French fighter, 
\re we paying at least as of the present time for the full cost of that 

chter and then turning it over to other nations in the NATO program 

the MDAP program? Is that right? 

Mir. HaLtany. The way we get mto the procurement of the French 

chter is something that has not been brought out here. If 1 may 

, just a moment I think it would be of interest to the committee. 

\ year ago the NATO itself, the international organization, under- 
took with their support to come up with a coordinated aire raft-produc - 
tion program. This was really the first time that approximately 7 of 
the 14 nations had gotten together and pooled their ideas, pooled 
their capacities and said: 

“Here is the best way to get the most airpower out of the aircraft 
procurement funds we can make available.” 

The result was a proposal called the Batt-Ismay plan. That is 
Bill Batt, whom you will remember from World War I] production 
days, and Lord Ismay, the Secretary Yeneral of NATO. 

That program called for the production in France of the Mystere 
fighter. 

Under that program the French were to buy a substantial number 
of these fighters and the United States was to buy a substantial 
number of these fighters. It called for the production first of the 
Swift fighter in the United Kingdom, and then later, as the plan was 
modified, for the Hawker-Hunter fighter in the United Kingdom. 
The Hawker-Hunter we are buying in the United Kingdom. 

Put this off the record, please. 

(Discussion off the record.) 

Mr. Davis. My particular interest was where you have the aircraft 
and the facility for producing the aircraft. Obviously, since it is 
within the one country, there is the local currency available to purchase 
it, and I was wondering as to just how deeply we are getting involved 
in a program of providing the money to buy French aircraft to turn 
back to the French Government for their use. 
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Mr. Haxasy. Previous to this year we had been buying aircraft in 
the United States and delivering them to the French. Under this ne 
program we are buying aircraft in France and delivering them—mosi 
of them, I believe we will—to the French. First you avoid the tra: 
portation, the ferrying, and so on, costs. Second, you build up to a 
modest extent and you get the French contribution in French a 
craft in a mobilization base that they, we hope, with their taxes, can 
maintain and sustain over the years, so that we will not have to pr 
vide them with interceptor aircraft. Finally, they are getting dolla: 
If they were not gomg to get those dollars the MSA estimates of th 
mutual defense financing would be considerab ly higher than they hay 
been given to us. In other words, we have indicated to Governo 
Stassen’s staff the expenditures we expect to make as the result of this 
offshore procurement program in France. His boys have cranke: 
that into their requirements for mutual defense financing and reduce: 
them by that amount, because the dollar deficit of France is reduced 
by that amount 

Mr. Davis. Are the French themselves not capable of encouraging 
themselves and pure heii a substantial number of those aircraft? 

Mr. Hanapy. Yes, sir; they are doing so. I wish I had the exact 
figures. 

Mr. Oury. They are putting $91 million into this particula 
aircraft arrangement. 

Mr. Davis. Then we are not the sole purchaser of these new types 
of aircraft being de — “dd. 

Mr. Hauasy. No, si 

Mr. Davis. I see. 

Mr. Ouny. In the case of the arrangement with Belgium and the 
Netherlands I believe they are putting in $117 million, or about that, 
and we are putting in approximately $42 million. Is that not right? 

Mr. Haxapy. $42 million; that is right. Of course, in the British 
case the British are buying a very large number of the Hunters and of 
a companion aircraft, the Swift, with their funds. 

Mr. Ouny. 822 planes are involved in our aircraft arrangements 
with the British; that excludes a large additional number the British 
are producing aside from these arrangements. We are putting, as I 
understand it, $153 million into it. 

Mr. Davis. That clarifies it to some extent. My original im- 
pression was that it appeared that this was not something being 
furnished to them that they would not be capable of furnishing for 
themselves. 

That is all, Mr. Chairman. 

Mr. Taper. Mr. Ford? 


CONTINUATION OF AVAILABILITY OF UNEXPENDED BALANCES 


“ce 


Mr. Forp. Turning to page 16 under the title or activity ‘‘Europe”’ 
the estimate for fiscal year 1954, the total estimate, is $3,594 million. 
The deducted carryover is $1,371 million. Am I correct in the assump- 
tion that that is primarily and principally the result of the so-called 
change in rules that took place in fiscal 1953? 

Mr. Taser. There was not any change in rules, Mr. Ford. They 
were simply made to live up to the rules. 

Mr. Davis. They did not change the rules in the fourth quarter. 

Mr. Stassen. About $1 billion of the $1.3 billion. 
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Forp. In order to have those funds available for obligation 
have to include that in this requested appropriation? 

Ha.aBy. Yes, sir. 

Forp. Do you run into any conflict here with your authoriza- 
bill for 1954? Is hen permissible under the authorization bill? 

ir. Hauasy. Yes; it is. The authorization bill permits the full 

ryover and aleutiet new obligation of that amount. 
should say, Mr. Ford, that we do not have an authorizing bill yet. 

That will come out of conference and be voted on. But within both 
ns we understand that is correct. Within both versions the 
amount of $3,594 million is permitted. 

\fr. O'Hara. No, sir. The total amount of unobligated balance 
thorized to be extended; and, in addition, an appropriation of 
22 million is authorized. That appropriation is composed of 
9 million specifically for this title and this chapter, and a general 
ization of $98 million in local currency to be bought with ap- 
riated dollars but which is derived either out of counterpart or 
tributed currency which, in its application to this title, amounts 

$43 million. 

\ir. Forp. In the ordinary course of events this $1,371 million 
id have been included under the actual expenditures for fiscal 
} or actual obligations for fiscal 1953. 
ir. Havapy. If we had done what we thought we were going to do 

beginning of fiscal 1953, those would have been obligated; yes, 


Forp. Under the obligational authority which you have gotten 
the past, would that $1,371 million lapse, or must we have a de- 
ration and then reobligate? 

Vir. Hatasy. Unless the authorizing bill provided for it to carry 

er, as it does, it would have lapsed. 

Mr. O'Hara. There is a section in the authorizing legislation, 
ection 403 of the Mutual Defense Assistance Act, which is continued 

the Mutual Security Act, which specifically authorizes the use of 
funds allocated under that act for the same purposes, under the same 
i\uthorities, as appropriations available for those purposes to agencies 
receiving these funds. 

a Hatapy. I would like to read into the record section 546 of 

‘ House bill, which is identical with the Senate version: 

The unexpended balance under each paragraph in title Il, Mutual Security, or 
Supplemental Appropriation Act of 1953, is hereby authorized to be continued 
ivailable for its original purposes through June 30, 1954, and may be consolidated 
vith the appropriate fiscal year 1954 appropriation made for the same general 

irpose under the authority of this Act. 

Mr. Forp. Does that mean this $1,371 million would be available? 

Mr. Hauasy. It is authorized to be made available and your 
appropriation must include that amount. In other words, the actual 
appropriation request is $2,200 million, and the carryover is $1,300 
million, and the total appropriation is the combination of those two? 

Mr. O’Hara. The a appropriation request, I believe, is for the con- 
tinued availability of prior year appropriations under this chapter 
and for merger with the appropriation stated in the amount shown 
as new appropriations. 

Mr. Forp. This section 546 authorizes the availability of those 
funds, but under the appropriation bill for fiscal 1953 it normally 
would lapse? 
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Mr. Gary. We have to make it available. 

Mr. Forp. Then why do you talk about a deobligation? We are 
not deobligating anything. It simply lapses? 

Mr. Strassen. It was deobligated during May. 

Mr. Forp. This $1,300 million is much further along in the process 
of obligation than the other $2,200 million? 

Mr. Hatapy. Yes. That is a very important point. I believe 
the services will testify that much of that can be obligated in the first 
90 days of the next fiscal year, whereas we would not be able to obligate 
much of the $2,200 million. 

Mr. Taner. You will not obligate much in the first month. 

(Discussion off the record. ) 

Mr. Forp. This $1,300 million, if not reappropriated, would we | 
expect that those orders which are further along than the remainder | 
of $2,200 million would be the first to be placed in the program in 
fiscal 1954? 

General Srewarr. If that money were not reappropriated, 
authorized by this Congress, it would simply mean that whatever 
money we got would be applied to filling requirements of previous 
programs, and the 1954 program would be reduced by that much 
money. 

Mr. Forp. But those which you had under the $1,300 million, | 
I should think would be committed first, and that you would have | 
left would have to be reprogramed? 

Mr. Hatasy. If, for example, you only appropriated $2,200 
million and did not appropriate the $1,300 million, that would mean 
that $1,300 million of requirements previously justified and justified 
in the course of these hearings would not be met. In that situation, 
as I understand it, we would take the whole program that we have 
presented to date and the previous program not obligated for, and 
reprogram the whole thing. It might be that some of the $1,300 
million items, in the light of that larger cut, would drop to a lower 
priority. 

General Stewart. We would apply $1,300 million of the $2,200 
million against programs already in existence; then we would take 
the $900 million left and rework the 1954 program within the $900 
million. 

Mr. Hatasy. I want to explore that a little more, because it is 
$1,300 million that would substantially reshape the European pro- 
gram. That would be one-third of the requested availability, and | 
am not sure we would not have to look very hard at the whole portion 
remaining unavailable. 

Mr. Srassen. I think we would have to go to the NATO nations 
and cut the force down to fit the new situation. It would be such a 
major shift that it would have, I thirk, very severe consequences on 
the whole European buildup situation, because these are items that 
had been programed for a year, and some of them a year and a half. 
They go back to the 1952 program. At the same time we have been 
screening down the minimum program for the future buildup, all as 
a movement to build up the NATO and free-world strength. So if, 
by reason of making us live up, so to speak, to the rule that the 
chairman refers to, we are at the end of the year in this situation, 

I think it would have far-reaching consequences. 
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TRANSFERABILITY OF FUNDS 


\M[r. ANDERSEN. Doesn’t the President have power of transfer- 
ilitv? If this were taken off of Europe, couldn’t he, if he saw fit, 
ke the Near East and use it to apply to this? 
Mr. Onty. Under the law he may take 10 percent of the funds for 
he Far East and transfer it where he might see fit. 
\Mir. ANDERSEN. I do not care about the statistics. I was looking 
his power of transferability. 
Mr. Hataspy. He can also transfer from the military to the mutual 
defense financing for Europe. In fact, the Senate version of the bill, 
believe, provides for an increase in amount transferable from 10 to 
5 percent. That is the kind of flexibility that President Eisenhower 
eeds, but it also, as you can see, creates an uncertainty in this pro- 
cram, particularly because it has been, over the past couple years, 
more difficult to appropriate for the nonmilitary than for the military, 
and, as we pointed out earlier, something in the order of $900 million- 
plus has been made available to other agencies, of which $675 million 
has been transferred from the military to the defense support. 


EFFECT OF REDUCTION OF APPROPRIATIONS UPON PROGRAM OBJECTIVI 


Mr. Gary. With reference to the manner of arriving at these figures, 
you have a certain military program designed for NATO, for example, 
and that program requires a certain amount of money. The other 
nations who are members of NATO assume a part of that obligation. 


We assume our part of it. And the amount that the other nations 
assume and that we assume is based upon the requirements of the 
program. Now, if we cut down our appropriations, that not 


only prevents us from reaching the military objective, but it also 
encourages the other countries to relax their efforts which cuts the 
program still further; is that not correct? 

Mr. Hauapy. Yes, sir. Last year, while the NATO countries 
were spending $11,759 million—that is, during calendar year 1952-53 

we only delivered, we were only able to deliver, something slightly 
inder $3 billion nm equipment, so they were putting into the NATO 
pot almost $12 billion and we were putting into it, in the form of 
equipment, slightly less than $3 billion. That gives you some per- 
spective of what you are driving at. 

Mr. Gary. If we drastically cut our appropriations, then it will 
have a very bad psychological effect upon the other NATO countries 
by inducing them to cut their efforts at the same time we are cutting 
ours? 

Mr. Hatapy. That has a particular application this fall when 
NATO will go through another annual review; and when Secretary 
Dulles and Secretary Wilson and Governor Stassen go there, if they 
go there with Congress having drastically cut the appropriation, they 
go in a very weakened position to encourage the countries to increase 
their efforts toward the 1954 goal, much less the 1955 goal. 

Mr. Gary. They go under a handicap. 

Mr. Forp. Will the gentleman vield? 

Mr. Gary. Yes 
Mr. Forp. Is it quite fair to show we only delivered $3 billion whil 
they were appropriating $11 billion or $12 billion to some extent infer- 
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ring we were not living up to our full obligation, when in reality « 
contribution in and of our own forces was up to the level or the siz 
that we felt should be our proper share in our overall defense program 
worldwide? You have to include that factor? 

Mr. Hauasy. I think you do. 

Mr. Gary. I gathered there was no criticism of what we did last 
year, but he was trving to show, as I understood it, this is by no mea 
our efforts alone; they are contributing, and this is a mutual progran 
for the security of those contributing. They are putting up their part 
and we are putting up ours, but if we do not put up our part we cannot 
insist upon them putting up theirs. 

Mr. Hatasy. Mr. Ford wanted to get the total contribution. | 
was restricting myself to the equipment contribution. 

Mr. Gary. That is all. 

Mr. Passman. Off the record. 

Discussion off the record.) 

Mr. Passman. That is all. 


EXCESS MATERIAL SHIPPED 


Mr. Hatasy. Earlier Mr. Passman asked about the excess, and | 
believe we left you with the impression that was free, that was some- 
thing that was given free. I wanted to clarify that a little. You 
will recall on page II 3 the excess figure shipped to Europe was 
$456.7 million. That is the original acquisition cost of that equip- 
ment. What we have charged to programs for European recipients 
is approximately 20 percent or $90 million, which was the cost of 
our repair and rehabilitation. 

Mr. Passman. What part is charged against this particular 
operation? 

Mr. HaraBy. Just that $90 million. With respect to that which is 
to be shipped, $60 million, that comes within the limitation that is in 
the authorizing bil. That is being increased this year by $200 million. 

Mr. Taper. Any other questions on what we have covered so far? 

Mr. Forp. Let me see if I have that straight. For fiscal 1950 
through 1953, the shipped excess 1s $456.7 million. That is the original 
cost. The actual] value at the time would be substantially less than 
that? 

Mr. HataBy. That is correct. 

Mr. Forp. How much? 

Mr. HaraBy. It has been declared excess to the current service 
requirements because of its obsolescence and other reasons, and there- 
fore it could on a market value be marked down greatly, but to give 
you a fair picture I used the original acquisition cost. Under 403 (d) 
it says not to exceed $450 million of excess equipment, and so on, may 
be furnished, and that limitation has been increased annually. 


Mr. Strassen. Was not quite a bit of that equipment left in Europe 
after the war? 


Mr. Hauasy. Yes. 

Mr. Strassen. France has the largest amount. 

Mr. Gary. It is old World War II equipment. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Taser. We will adjourn until 10 o’clock tomorrow morning. 
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DEOBLIGATIONS 


Taner. Mr. Halaby, I think you had better give us for the 
rd the amount and the date of the deobligations. You need not 
is what the items are, but just the date and the amount of the 
hligations. If there is more than one item involved, list each 
ire separately through April, May, and June, in connection with 
and specify as to any one of them whether or not they were illegal 
not valid obligations. Tell us which were the dual ob ligations 
which were deobligations that came as the result of reprograming, 
he claiming of the goods by our own department. 
fr. Hatany. Yes. 
Norre.—The information requested was not furnished the com- 
tee in time for insertion in the printed record 


COUNTERPART FUNDS USED FOR MILITARY PURPOSES 


ir. Taner. I would like to have a statement of the counterpart 
balances in the various countries, showing the extent to which 
are being used by the individual countries for the procurement 
litary items. 

The information requested follows:) 


EMENT REQUESTED BY Mr. TABER ON CoUNTERPART FUNDS USED FoR 
MiniraRy PURPOSES 


ig the current fiscal year (through April 30, 1953) there was available 
e by the participating Kuropean countries the equivalent of $1,989 million 
terpart funds, ineluding the equivalent of $1,044 million of unreleased 
neces in the special accounts on July 1, 1952. MSA has approved the with- 
ul of $815 million during this period—over $434 million for the production 
procurement of military materiel and the construction of military and 


fense installations. 


zation of counter part funds Fiscal year J uly I. 152 to April 30, 1958 


[Dollar equivalents of the local currencies in millions of dollars] 
|Available| Released || Available, Released 
‘or mili . mult 
Country for coun- | Country for coun 
P - } tary pur- |} ' . | tary pu 
dio | poses ! ee pose 
1, 989. 2 | 434.4 || Ireland 17.3 
| \| Italy 223. 0 43. 2 
308. 6 Netherlands 279. 2 —13.4 
im-Luxem bourg 24 3 | Norway ‘ 14.3 4 
nark 15.3 | || Portugal 1.0 
nee 129.3 84.3 Trieste 2.2 
ermany (Federal Republic) .} 115.7 | | ‘Turkey 44.3 ; 
CCE 278.8 | 3.6 || United Kingdom 393. 6 275.7 
eland | 14.5 | || Yugoslavia 97.8 








All of these funds have been withdrawn from the ute accounts except $2.2 million of the funds released 
for use by Norway. 


In addition to the use of counterpart funds for military purposes by European 
ountries, the Republic of China on Formosa has utilized the equivalent of $55.2 
million of counterpart for military production and construction—about $17.1 
million during the current fiscal year. 





COUNTRIES ON MAINTENANCE STATUS 


Mr. Taser. Mr. Halaby, you said yesterday something to the 
effect that eventually foreign aid will cease and will be maintenance 
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only, and that two countries are in a maintenance status now. What 
countries are now on a maintenance status; can you tell us that? 

Mr. Havasy. I’ made the general statement, Mr. Chairman, to 
the effect that we are trying to get over the hump and make it a taper- 
ing off program; that in some countries the buildup was substantial], 
completed, and we are moving on to a maintenance status; and 
others it is not the chief emphasis. If I could have a little more time 
I will give you that information more accurately. 

(Nore.—The following information was supplied later: 

At this time, Luxembourg and Iran are on a maintenance basis. There may 
later be modernization in some of their forces, and some United States aid for 
modernization may be requested. 

Mr. Taser. Very well. 

Mr. Hatasy. I want to be sure about it. Now, may I go back to 
your first question, Mr. Chairman? 

Mr. Taper. Yes. 

Mr. Hatasy. These questions, I believe, will require a very large 
amount of staff work, and I do not know whether we can get the 
answers by this week. I was wondering if I might tell you what 
we had planned to give you and whether that would substantial], 
suffice. We felt last night, when you finished the hearings that you 
were very interested in an analysis of the unobligated balances. 

Mr. Taner. If we do not have these details, we cannot make the 
analysis. 

Mr. Hatasy. Yes. Could I tell you what we are preparing, so 
you can see how much we will have? 

Mr. Taser. If you cannot give it in full now, give it to us when you 
can. 

Mr. Hanasy. Yes 

Mr. Taner. That is the only way we can get this mutual security 

tup so it knows where it is, so it can go ahead and know what it is 
doing. I want to vet it that way. 

Mr. Hauasy. The fi rst thing this morning I got the people together 
in the light of yesterday’s session, and told them what we had to pro- 
vide you by tomorrow night, with the most detailed data we could 
give you on the unobligated balances by services, and | gave them this 
instruction: 

a) At the outset, we want the amount allocated and approved for 
programs of the services; 

(6) The obligations that they have made up to June 30, in accord- 
ance with the best and latest estimates; 

(c) The unobligated balances on June 30, according to the best 
estimates, and I wanted them to break that down, first, by what we 
call reserves for engineering changes, and in that naturally we would 
want some items showing the engineering changes, materials, and 
equipment. 

Next, to show the obligations in process and obligations that would 
be completed in accordance with the new rules, in the first 3 months of 
the new fiscal year; finally, obligations that will be completed during 
the fiscal year 1954 out of carryover and what will be completed in the 
first 4 months 

| have asked them for as much item detail in that as we can get by 
tomorrow night 


Vv 
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\ir. Taner. Maybe you cannot get it to us by that time, but I do 
want to have this as quickly as we can get it. 
Mr. Havasy. Yes, sir. 
Mr. Taner. We may be able to get along here, so far as this par- 
ticular bill is concerned, without anything more than that, but we 
ild like to have it before we get to the floor, which I am hoping 
| be around the 20th or 21st; I hope you can give us a complete 
: atement along the lines that I have indicated. 
\ir. Havasy. Yes. 
\ir. Taper. I would like to have it in shape so Mr. Stassen’s set- 
can know where it stands. 
\ir. Hatasy. I agree with you, 100 percent, and we want, in the 
Office of the Secretary of Defense, also, to know where we are. 
Mr. Taser. Yes. 
\ir. HataBy. And we will get up as much as we can by tomorrow 
cht and we will get the rest as soon as we can, in as much detail as 
can. 
MAINTENANCE COSTS OF NATO FORCES 


Mr. Taper. What do you feel will be the cost to this country of 

aintaining forces that are built up in Europe to the points where 
you are aiming now to get them? 

Mr. Hatasy. The NATO organization has commenced the first 
full-scale study on what we call the annual recurring maintenance 

sts of the NATO forces. We are now, we feel, in a position for the 
rst time to undertake a study of what those forces will cost to main- 
tain after they are built up. 

You recall each year we have had a diffe ‘rent se tup of force goals. 
in this classified chart the 3-year force goals at the outbreak of Korea 
were up here [indicating]. They stayed pretty high. The force goals, 
because of the political and economic factors have come down. The 
\ilitary requirements have stayed up here [indicating], but the goals 
lave come down in the light of the political and economic realities. 

We are just now beginning to get a solid idea of where those force 

als are going to come out. With that in mind in the NATO we are 
studying the annual recurring maintenance costs of those forces. 

| would like this to be off the record. 

Off the record discussion.) 

Mr. Hatasy. We are very much concerned with the problem, be- 
cause it is hard to estimate whether this is going to be a $6 billion a 
year kind of affair, or a $3 billion a year kind of affair, at the present 
time, with the forces that have been built up to date. The NATO 
countries are spending approximately $13 billion a year on defense. 
We are now delivering, as I stated last night, something in the order of 
$3 billion to NATO. This next year MSA figures on about $14 billion 
worth of expenditures, and our delivery estimates are in the range of 
somewhere around $4 billion to NATO, $3.5 to $4 billion, but that 
is both buildup and maintenance equipment. 

Mr. Outy. I might add to that, that I think it is perfectly plain 
that if the forces are going to be maintained in Turkey and Greece 
and some Far East countries that do not have the produe tive facilities 
and will not have the productive facilities in any foreseeable future, 
and if they do not have the foreign exchange with which to purchase 
the equipment to maintain their forces, based on the kind of earnings 
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those countries have, we are going to have to assume the problem of 
providing them with the replacement equipment and maintenance 
they require. 

Mr. ANDERSEN. You are speaking of maintaining the portion th), 
we have supplied in the first place, the maintenance of NATO equip- 
ment. 

Mr. Oury. I am talking of the maintenance and replacement of th 
particular type of equipment that we have been furnishing to certain 
of these countries 

Mr. Gary. Which applies to all of them. 

Mr. Outy. It applies to certain types of equipment. 

Mr. Gary. Exactly, which is used by all NATO countries. 
other words, we are not financing a part of the divisions, but we a 
furnishing certain equipment for all of the divisions. Is that 1 
correct? 

Mr. Oury. I think that is correct, Mr. Gary. General Stewart m 
want to add to that 

General Stewart. We are contributing equipment to the un 
committed to NATO. We are not contributing any equipme: 
for instance, to British forces in Egypt. We are contributing it on 
to forces committed to NATO. 

Mr. Gary. That is right; I had in mind NATO countries. Whe 
I was over there I saw military forces in Belgium, France, and Ital; 
going through maneuvers, and I did not see anything but Unit 
States equipment. ‘That is all they had. 

General Strwarr. That is correct. 

Mr. Hautasy. Could I refer you to roman numeral ITI-8? 

Mr. Taser. What is that? 

Mr. Hataspy. That is under the blue-tab area countries, III-8 
headed the European defense effort. There you will see how that 
increases from $6.4 billion in 1950 to $14.9 billion, and to bring out 
the elements in answer to your question of the total money they are 
spending; they are spending less than one-fourth on personnel; around 
a quarter on operation and maintenance, and around a quarter on 
major materiel, and the rest on public works and all other. 

When you speak of maintenance, you can see they are paying for 
the fuel and the rent and the general facilities, overall facilities and 
services for the operation and maintenance of these forces. 

They are providing about one-quarter of that total of more than 
$4 billion for equipment. That total combines their own resources 
for equipment with that we deliver. 

If we deliver, say, three and a quarter billion dollars’ worth of 
equipment they will have an estimated $4 billion, approximately. 

When the buildup is completed, as General Stewart was referring 
to last night, the actual division is less than is in the active reserve 
status. 

The question of how much the maintenance cost will be is what is 
being studied. I do not believe as a matter of executive policy we 
want to give them the money to cover the operation and maintenance 
costs; rather, we might have to continue to provide some material, 
replacement, spare parts. 
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TRUCK REQUIREMENTS 


\ir. Taper. I called attention yesterday to the fact that you had 

ractically 20,000 2%-ton trucks. It appears that there is presently 

ntracted for 10,677 out of 16,000 which remains in the program 
1953. 

That has been revised. Originally it was 25,474, and you reduced 
to 16,669 and caused an excess of 8,805. 

Now you want 19,181, which, with the carryover, would make a 
tal of 29,858, indicating that you are pretty well overprogramed 
re. 

| wonder if you have anything to say about that? You were given 
000 last year, and you dropped down to 16,000. That is a pretty 
ible number, and I would think that there is a considerable 
plus 

\fr. Hatasy. Again I am going to ask General Stewart and Mr. 

to supplement my statement. 

The first answer is that with respect to these transport vehicles, 
it is based upon a rather austere basis, much more austere than our 
erican table of equipment requirements. 

{nd the truck program does not come anywhere near meeting 
the requirements that have been set up. 

\s General Stewart pointed out vesterday, there are many divisions 
NATO. That does not include Greece or Turkey. 

General Srewart. Or Germany. 

Mr. Hanasy. Or Germany. If you have the division slice for each 


these divisions—and the total including Greece, Turkey and Ger- 
many would be in the range of around — divisions? 


General Stewart. Yes; that is correct. 

Mr. Hatasy. If you take the division slice, the total requirement 
for trucks is a very large figure, and I would say that as much as 6 or 8 
times the 29,000 that you are speaking of. 

Mr. Taser, Yes; but you see you programed 25,000 or a little 
better last year, and then for some reason or other you reprogramed 

and knocked off $55 million or a little better last year, and you 
have got 5,000 more than that. Does that not indicate that there is 
a considerable overprograming here? 

General Srewarr. I do not know, Mr. Chairman, exactly what 
figures you are referring to. 

Mr. Taser. I would like to find out something about this. 

General Stewart. I am not sure I know just what program you are 
speaking of. 

Mr. Taser. I have it all down by titles. 

General Srrwart. This is the 1953 program you are speaking of? 

Mr. Taper. Yes; I am speaking of both. Title 1, 1953 program 
balance, 6,313; 1954 program, 9,288, or a total of 15,601. 

Title IJ progre m, carryover, 2,159; 1954 program, 5,373, for a total 
of 7,532. 

Title III program, 1953 carryover, 1,862; 1954 program, 4,511, or a 
total of 6,373. 

Title IV program, 1953, 343; and 1954 program, 9, for a total of 352, 
and an overall total of 29,858. 

Last year you had a carryover in your estimate, and came up here 
with 25,479, for $150,230,371, and you dropped that down by $55,- 
717,169, and cut out 8,805 trucks. 
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Now, that is quite a considerable item of money, and you are set 
up for more this time than you were able to use in 1953. It makes 
me think that your program is considerably lagging. 

General Stewart. The program transmitted to the Congress an 
to your committee is based on the monetary value we request. Afte1 
the money is appropriated we work up these programs to fit the fun: 
that are made available. 

Mr. Taser. But if we do not know what we are appropriating 
for, it is about time we found out. If that is the way we are makin 
the appropriations, it is difficult to figure it, and I do not like that wa 
of doing business or of presenting the case to the committee. 


General Stewart. I am afraid [ did not make my answer und 
stood. 


Mr. Taper. If this whole program is based on what you are going 
to do afterward, you arg not meking much of a presentation to m 
and I want you to know that. 

General Srewarr. May I say something to that? 

Mr. Taser. Certainly. 

General Stewart. I assure you that is not our objective. We 
develop this deficiency list and price it out. We ask for that much 
money, and the money to meet the deficiency list against Greek forces 
for instance, is carried here. If we do get the amount of money that 
the deficiency list cost, we can meet it, but if we do not, then obviously 
we must adjust that deficiency list. We cannot adjust it arbitrarily 
because we are building up the military forces and we have to balance 
what we get; if we get guns, we have got to give them something to 
pull the guns; if we get radios, then we have got to get some power- 
plants, so that it requires that we go back and refine this program 
within the funds made available. We still program against the same 
forces, but we do not fill the deficiency we originally planned to fill 

The item that you have in the vehicles represents the refinement of 
the program where something had to be dropped from the origina! 
program. It does not mean that the requirements do not still exist; 
it means that the requirements were not being filled, and I assure you 
that we are just trying to strengthen the 

Mr. Taper. It does not look like there was too much requirement 
for re fine me nt whe n_ there was an unobligated balance in the overall 


General Srewart Yes: that is a very difficult thing to explain. 

Mr. Taser. That is why it is difficult to follow when you say 
there had to be a refinement with that kind of a picture. If anyone 
here knows the answer, I would be glad to hear it, but I do not know 
it. 

Mr. O’Hara. I do not have the complete answer, but there was 
a reduction from the program which was presented to the committee 
last vear, which was the basis for the request, of approximately 
$1 billion. 

Mr. Tapwr. I think that is correct. 

Mr. O’Hara. And that involved a reduction in a great many 
items as originally presented, after this program was presented to 
the Foreign Affairs Committee, the Foreign Relations Committee, to 
this Committee and the Senate Appropriations Committee, and there 
were other adjustments, and there were a great many changes made 
in the quantity of items, and a great many items had to be reduced, 
rather drastically reduced. 


eee 


—E— 
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\ir. ANDERSEN. May I ask you this question off the record? 
Off-record discussion. ) 
\ir. Murpnuy. Could I add something to that? 
\ir. ANDERSEN. My question was off the record. 
Mr. Taper. Very well. 
\ir. Murpuy. When we came before the committee last year, you 
may recall that we asked for an appropriation, totaling approxi- 
ly $6.4 billion. We had started out with an authorization re- 
st last year of $7.9 billion, and by the time we came to your 
mittee $1.5 billion had already been cut out of the program by 
Congress in the authorizing process 
lime did not permit, between the passage of the authorizing bill and 
start of the hearings by the appropriation committee, the repro- 
nming implicit in $1.5 billion cut sustained in the authorizing 
ess, with the result that we had to come to you last year with the 
ams that were originally developed to justify the $7.9 billion 
(nd at that time we made it clear to the committee that the figures 
vere using were already obsolete at the time we were giving them 
On the other hand, they were the best figures we had and we empha- 
the fact that we could not change them in the time that was 
lable 
The difference between the program that we talked about last year 
id the program that we actually have is traceable to two things 
On , ne reduction in the authorization, and two the further reduction 
e by the appropriation committee at the conclusion of the he arin} os 


General Srewarr. I would like, just to clear up the matter, Mr. 
Chairman, to submit off the record the secret worksheets for these 
ountries in the order of priority, showing what we have cut off to 

t whatever funds were available. That is the way we actually 


orked it up, and that shows what we tried to meet first, and it shows 

ch of the increments as you get to the equipment, vehicles, and so on. 

nat Taner. What kind of trucks do you buy for this program; do 
ui buy the regular commercial trucks, or do you buy some fancy 
icks that cost more money? 

General Stewart. The trucks we are furnishing in the military 
assistance program are rebuilt World War II type, rebuilt by our- 
selves. There are some very minor exceptions, of the special type of 
vehicle, where we go out and buy a new truck, but that is an infini- 
tesimal part of the total number of trucks involved. 


COST OF TRUCKS 


Mr. Taser. Why would they cost $5,800 apiece, if they are rebuilt 
trucks? 

General Stewart. The price of truck-—and I hope that Mr. O’Hara 
will check me for accuracy—is based on the acquisition cost of that 
particular vehicle, if it was bought today. 

Mr. O’Hara. That is correct. 

General Stewart. In no case can we charge for a piece of equip- 
ment more than the original cost 10 or 12 years ago, multiplied by 
1.8. Those figures are ‘taken from the Department of Commerce 
cost data, and ‘the release of the vehicle is on the same figure it would 
cost today. 
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Mr. Taper. It does not make any difference how much it costs to 
rebuild? 

General Srewarr. To rebuild? As nearly as is humanly possi), 
they are rebuilt as new trucks. It is a completely new truck; jj 
runs through the whole process and comes out looking and performing 
like a new truck. 

Mr. ANpreRsEN. Such as you do at the rehabilitation plant at 
Yokohoma? 

General Stewart. Yes, we follow the same process. 

Mr. ANpEeRsEN. The employment costs were low, some $20) 4 
month, as I recall, in Japan. 

General Srewarr. I| think that is approximately correct. 

Mr. ANDERSEN. Somewhere around that or a little more. 

General Srewarr. Yes. 

Mr. ANpRESEN. Can you get labor at as cheap a rate in Europe? 

General Srewart. No; labor is not that cheap. But we chars 
for the truck, as near as we can, what it costs to get that particular 
truck today. 

Mr. O’Hara. The price actually is prescribed in the Mutual 
Defense Assistance Act, as amended, and that is set out in section 
403 (c) (3), relating to excess equipment, and it states: 

With respect to any nonexcess equipment or materials furnished under t! 
act, which are taken from the mobilization reserve, but with respect to whic! 
the Secretary of Defense has certified that it is not necessary fully to replace 
such equipment or materials in the mobilization reserve, the gross cost to t 
United States of such equipment and materials or its replacement cost, whichever 
the Secretary of Defense may specify. 

Mr. Hauasy. For the record may I ask, Mr. O’Hara, is it correct 
that in the charge against the mutual defense assistance program for 
a truck, for taking out an Army truck, that the money is used to 
replace the truck in the Army mobilization reserve; is that right o 
wrong? 

Mr. O’Hara. That is not exactly what happens, Mr. Secretar) 
The actual process is that the proceeds from the Mutual Defense 
Assistance Act appropriations are deposited into the Army appro 
priation or replacement fund available to buy the same equipment 
Now, actually, the new truck is an improved model over the World 
War II truck; there are improvement factors, which, during World 
War II had not yet become obtainable. The reimbursements exclude 
these factors and must pay for the cost of repair and rehabilitation 
The net result to the Army is that they will actually buy about | 
new truck. of the newest type, for every 1%; or 2 of the transferred old 
trucks. 

Mr. Hatasy. By that amount pro tanto it reduces the amount of 
money that the Congress would appropriate to the Army for the pur- 
chase of new trucks, and that is taken into account in the Army request 
to this committee for trucks for the United States Army when the 
funds are received. Off the record. 

(Discussion off the record.) 

Mr. Taper. You mean that you take out of the next appropriation 
request of the Army the cost of the trucks as used trucks held in stor- 
age, and that you buy new trucks with the funds that you get out of 
these old trucks, is that it? 

Mr. Hauasy. We have made appropriations which permit the Army 
to have a ready truck force and a mobilization reserve truck force. 








121 


\(r. Taper. A reallocation for them? 
Mr. Hatasy. Yes, sir; and as a truck comes out of that which you 
ave already appropriated for and goes to this program, and this pro- 
am is charged, that money goes into the fund that Mr. O’Hara 
scribed and is available for the purchase of a new replacement 
( vk 
“Off the record. 
Discussion off the record.) 
Hautapy. We are prepared to go into the countries now, M.r 
(Chairman. 
\ir. Taper. Are there any other questions on this truck business? 
ANDERSEN. I have no questions, Mr. Chairman. 
General Stewart. May I proceed on the countries, sir 


» 


AUSTRIA 


Taper. The next one is Austria. 
General Stewart. Yes, sir. 
We have no request for funds in the military setup for Austria, sir. 


BELGIUM 


If I may proceed to Belgium, I would like to refer the committee 
» pages II-6 and II-7, and the corresponding sheet in the classified 
force bases, number two in this group of sheets here. They all 
ch up. I ask that the information on these sheets and my re- 
arks about them be off the record. 
Mr. Taser. Does this indicate you expect to include that number 
f divisions in 1954? 
General Stewart. Yes, sir. 
Discussion off the record.) 
Mr. Taser. Are there any further questions on Belgium? 
General Stewart. The contesponding detailed sheet for that is 
hown in Section II, page 7. 
Mr. Taper. Have you told us the amount for Belgium? 
General Stewart. Off the record. 
Discussion off the record.) 


TRAINING PROGRAM 


Mr. Fenron. Are these officers that you are training? 

General Stewart. Some of them are officers. We are training a 
vyreat many mechanics, technicians, and electricians, and we are 
also training some officers. The pilots are generally officers. Some 
of these people attend our schools at Benning, Sill, and Knox. Some 
of them attend the Naval schools, but the bulk of them are technicians, 
electricians, and people of that type. 

Mr. Fenton. I notice that you have more training for the Navy, 
not that I have anything against the Navy. 

General Stewart. They require them to operate machinery aboard 
ship, 

Mr. Corton. Are most of them trained in this country or in their 
own country? 

General Stewart. We train them in both places. I gave you a 
chart yesterday showing the overall figures in the United States. 
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* Mr. Corton. I do not care about the exact proportion, but are 
most of them trained in this country? 

General Stewart. No, sir, we train them in both places. You 
see, we run as part of our normal business in Germany a mechanics 
school for tanks, and we bring some students in and train them there 

Mr. Corron. From other countries? 

General Srewarr. Yes, sir, from other countries. Some of them 
come up to Aberdeen and go to school. Then we send these technical 
teams into a country and run a course there for 3 months. We use bse: 
of these methods in an effort to train people to use our equipment and 
maintain it. 



















STATEMENT 





ON PROGRAM FOR BELGIUM 







Ve have a prepared statement for the record. 
(The following statement on Belgium was submitted fo 
record: 





BELGIUM 








1. During the period 1950-53 the Relgian Army has almost tripled its act 
forces, and has increased the size of its organized reserve approximately six tin 
The planned activation of units has been sufficient to fulfill satisfactorily milita 
commitments to date, except as to equipment and quality of personnel. 

2. The effectiveness of the Belgian Army and Navy in utilizing and maintaini 
MDAP equipment can be summed up as very satis sfactory. Within the resour 
made available to the Belgian Air Force by the Belgian Government, all MDAP 
equipment delivered to date has been satisfactorily utilized with the exception of 
aircraft. The utilization of aircraft has been below that desired, primarily because 
of the le ad time required to train combat pilots. 

3. Relgian armed forces which are not committed to NATO are one reser\ 
infantry division, an infantry battalion fighting in Korea and security forces 
the Congo. The pay scale of the Belgian armed services on an overall basis has 
remained practically unchanged since 1950. The pay of a conscript soldier is 
20 cents per day for the first year and 40 cents per day thereafter. The length « 
compulsory military service has been increased from 12 to 21 months. Belgiar 
officers as a rule are serving in T/O positions which call for one rank, or mor 
above the one in which they are serving. 

4. During the period 1950-53, the Belgian Army has been systematically 
expanding its procurement of ma,or equipment. Belgium is now providing some 
of its own requirements for small arms, motor transport vehicles, mortars, rocket 
launchers, ammunition, the bulk of wire communications equipment, radar, 
substantial quantities of radios, bridges, some AA and artillery equipment and 
substantial quantities of spare parts. 

5. Though considerable military aid has been provided since 1950 a large 
amount of field and antiaircraft artillery, prime movers, armored vehicles, a few 
vessels, attrition and training aircraft and technical training assistance are still 
required to develop an adequate Belgian force. 
























DENMARK 









Mr. Taper. Let us go to the section on Denmark. 
General Stewart. Section I], pages 8 and 9, and chart No. 3 are 

the reference documents for Denmark. Exactly the same format is 

used and here is the data. These are the forces against which the 

United States is making contributions, sir. 

Mr. Taser. Those things are all in here, are they not? 

General Srewarr. Yes, sir; they are all in the sheets. 














SHIPBUILDING 


Mr. Gary. How is Denmark getting on with its shipbuilding 
activities? 




















General Srewart. Can the Navy answer that? 
Commander Rypreen. May I go off the record. 
Statement off the record.) 
Mir. Roonny. That have also built or are building 2 tankers for 
Russia, 1 of which has been delivered. 
Commander RypreEn. Yes, sir. 
Mr. Forp. How does that tie in with the recent stories to the effect 
it they have refused us access to airfields in Denmark? 
Mr. Outy. 1 would like to speak on that, and I think Mr. Martin 
ay want to supplement that. 
Part of this should be off the record 
Discussion off the record.) 
Mir. Roonny. Mr. Chairman, as you know, I generally deliberately 
frain from making interpolations during the course of appropriations 
arings, but I must say I am amazed that the discussion for the last 
minutes on Denmark was requested to be off the record. I have 
id an article in the Saturday Evening Post by a man named Hauser, 
article which was published in the last few weeks, in which much 
irther detailed information is given. 
With regard to the United States, we are expending 14 percent of 
ir gross national income for defense purposes, are we not? 
Mr. Hatasy. That is the figure in my book; yes, sir. 
Mr. Rooney. Well, is that correct? That is your book, is it not’ 
Mr. Hatasy. No, it is not my book. It is Mr. Stassen’s book. 
Mr. Rooney. Is there anyone present in the room who doubts 
that the figure is 14 percent? 
Dr. FrrzGeraup. That is correct. 
Mr. Rooney. I have taken it from page III-9. 
What is the percentage of her gross national income that Denmark 
s expending for defense purposes? 
Mr. Onry. In 1953 it was 3.5 percent. In 1954 we anticipate that 
it will be 4.5 percent. 
Mr. Rooney. That is not very much of a defense effort, is it? 
That is all, Mr. Chairman. 
Mr. Taper. Are there any other questions on Denmark? 
(Discussion off the record.) 


) 








STATEMENT ON PROGRAM IN DENMARK 





Mr. Taser. Are there any further questions on Denmark? If not, 
we will insert the prepared statement. 
(The following statement was submitted on Denmark:) 


DENMARK 


Denmark is strategically located in the mouth of the Baltic Sea where it can 
control all waterborne traffic between the North and Baltic Seas with the exception 
of traffic transiting the Kiel Canal. 

Before 1950 the equipment in the Danish Army was a conglomeration of types 
and models of questionable combat value. There were only some 10,000 individual 
weapons to arm some 100,000 mobilizable troops. Most of these 100,000 troops 
were infantry with very little light field and antiaircraft artillery, or supporting 
units. This force was completely out of balance, and small arms, light, medium, 
and heavy artillery, additional antiaircraft artillery, tanks, vehicles and com- 
munications equipment have been programed under MDAP to bring it into 
balanee. This chart in volume II of the budget document shows the status of 
the program in dollar value of items shipped and to be shipped and number of 
training courses. 
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The Danish Army consists of a small cadre of regular officers and men y 
train about 20,000 conscripts annually. At present, the 50 percent of the co 

scripts receive 1 year of training and 50 percent receive 18 months’ training 
They are then discharged from the active army and assigned to the mobilizati 

foree. It is the mobilization force which is the basis on which materiel 
equipment have been and are being programed under MDAP. 

The Danish Army has been and will be able to receive and maintain MDAP 
equipment reasonably well. Since the start of deliveries of MDAP equipme: 
all conscripts have received training on it. Some 40,000 reservists of the mobiliza 
tion force have also had training on MDAP equipment. As the equipme 
arrived, it displaced the old equipment, which was turned over to the Hon 
Guard. Since the arrival of MDAP equipment, the annual callup of conscripts 
has increased by some 6,000 to 8,000. The semiannual maneuvers have increased 
in scope and size because of more troops being available as well as equipment. 

The Danish Navy has improved considerably by the modernization of its 
existing craft through the use of MDA-furnished end items, primarily electroni 
and ordnance materials. In general, it can be said that the Danish Navy, withi: 
the limits of appropriated funds and its experience and capability, has made good 
progress toward building an adequate force. 

The RDAF had some jet aircraft at the beginning of MDAP and has continued 
to purchase additional tactical and nontactical aircraft. These purchased aircraft 
plus additional MDAP deliveries together with increased personnel strength hay: 
expanded the RDAF several! times its original size. Though much progress has 
been made since MDAP, much remains to be done to provide adequately trained 
personnel and maintenance facilities to keep pace with the rapid influx of MDAP 
equipment. The Air Force is taking positive steps to accelerate this output of 
trained maintenance personnel. 

Denmark is furnishing all quartermaster equipment, including soft goods 
rations, ete. They are also furnishing some engineer construction equipment 
signal equipment, vehicles, small arms and ammunition. Denmark has also 
provided approximately $16 million covering construction of new fortifications, 
refitting of ships, and construction of several ships and a number of shore depots 
for the support of naval forces. They also have purchased additional tactical 
and nontactical aircraft, as well as maintenance equipment for both MDAP and 
non-M DAP end items. 

For Denmark to equip and maintain the force as shown on this chart and 
deemed appropriate by NATO defensive planners, United States military assist- 

ance is required in terms of the remaining net deficiencies. 






and 























FRANCE 









Mr. Taser. We will proceed to France next. Here you want 
$364,300,000 for materiel, and training, and the special defense figure 
is $100 million, or a total of $464,300,000. 

Here, like in the other place, you have quite a lot of trucks, but not 
so many as you had in Denmark. I do not know why you need that 
many trueks in Denmark? 

Here your big items are ammunition and all other in the Army. 

In the Navy you have a number of vessels. They are mine vessels? 

Commander Rypreen. That is right, sir. 

Mr. Taser. You have a quantity of aircraft in the Navy and 
another quantity in the Air Force. Those are the big items in the bill. 
Considerable numbers of them are day fighters. There is also a 
considerable quantity of spare parts. 

(Discussion off the record.) 

Mr. Taser. The Air Force does not set them up that way for us. 
Are there any further questions on France? If not, we will insert the 
prepared statement. 

(The following statement was submitted on France :) 
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FRANCE 


|] speak first about this chart in front of you which shows the status of 
forces. This first column shows the forces in being in December 1952. 
units are all supported by MDAP and are committed to NATO. These 
wo columns present the firm goals for December 1953 and planning goals 
ecember 1954. With the funds appropriated in fiscal years 1950-53 we 
ogramed equipment for France for the units shown in the fourth column 
column shows the new units to be raised. The total column indicates 
iplete list of forces for which we plan to provide net material deficiencies 

e funds we are requesting in fiscal year 1954 for France 
[ will speak about the chart on France in volume II of the Pudget Rook 
p box on the chart reflects the breakout of fiscal years 1950-53 material 
by military department and by amount shipped and to be shipped. It also 
the planned breakout of the fiscal year 1954 funds we are req 
wo boxes in the center of the chart reflect the status of shipment of selected 
end items. The last box reflects the status of the training program for 


uesting 


re funds have been programed for France in the MDA program than any 
ountry. There are numerous reasons for this and I will attempt to point 
some of the most important. France, fronting on both the Atlantic and the 
erranean, affords the most feasible lines of communication from the west 
outh into Central | urope. It is the logical base area for the defense of 
ern Europe. The proximity of France to England gives it major significance 
possible base from which an enemy could launch an attack upon the British 
France has an excellent transportation network. The war damage has 
largely repaired, and both the railway and highway systems are more effec 
meeting transportation demands than before World War II. Port reha- 
on is relatively complete, and the major ports are capable in nearly every 
meeting or exceeding prewar tonnages. France has the largest manpower 
ation capacity and largest trained reserve of any European NATO country 
the exception of the United Kingdom. 
summarize, the size and strategic location of France, its excellent trans- 
ation network, its trained manpower and mobilization capacity make France 
ry central figure in the whole defense complex in Western Europe. 
lhe commitments of France to NATO inelude the French forces stationed in 
many. Outside of NATO commitments France has occupation forces in 
stria; fighting forces in Korea; fighting forces in Indochina, and security forces 
Franee, North Africa, and in the French colonies. The war in Indochina, 
ch the French believe to be of equal status with Korean operations, demands 
nued and increased support in men and equipment. The Indochina effort 
e requires over 30 percent of the available defense funds. 
During the period 1950-53, France has progressively raised the number and 
ility and state of training of her Army forces. Modernization of the units as 
as the provision of support units and equipment has constituted the major 


Since military aid to the French Navy commenced in 1950 the number of active 
ps has not materially increased. However, the condition of the ships already 
hand has been greatly improved. The acquisition of new ships, both United 
ites built and from OSP sources, is just beginning to have a major effect 
rhe level of French financial capability toward the buildup of the French Air 
ree for the next 5 years will support a level of forces far below NATO require- 
nts but will sustain continued operations in Indo-China. As of December 1952, 
considerable percentage of the aircraft in French Air Foree combat units com- 
tted to NATO have been supplied by the United States through the MDA 
vram. Field maintenance facilities have been established at each French Air 
rece with MDAP furnished shop tools and equipment. The receipt of consider- 
le quantities of tools and equipment through MDAP for the overhaul cf jet 
rframes, engines, and accessories also has greatly improved the maintenance 
cilities in the French Air Force. 
During the period 1950—53 France has made satisfactory progress in revitalizing 
French military establishment even though the Indo-China situation has 
quired the commitment of a large portion of its regular military forces and over 
0 percent of the available funds. If the French military forces raised in the 
period 1950-53 are to be maintained and further increased to meet planned force 
vals, continued assistance wil! be required in the form of end items and mainte- 
ance spare parts from the United States. France’s strategic location, NATO’s 
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need for the use of her lines of communication, reliance on her manpows 
gether with the realization that without her there could be no NATO, dictates 


continued aid is a necessity for the sake of our own security as well as the secu 
of the free world. 









GERMANY 


Mr. Taser. The next country is Germany. 
General Stewart. Yes, sir. 

Mr. Taser. Here you want $353 million? 
General Srewarr. Here is an analysis. 

Mr. Taper. Off the record. 

(Discussion off the 








record. 





GREECE 







Mr. Taser. The next country which we will take up in this program 
is Greece. 

You have a total of $67 million which involves quite a lot of true 

General Stewart. Mr. Chairman, chart 14 in these force charts 
applies to Greece. Since we did not prepare these books at the same 
time, they got out of place and Greece is actually considered 
Near East country. 

Mr. Taser. Well, it is here anyway and it does not matter abo 
that. 

Any questions on Greece? 

Mr. Gary. How are the Greeks getting on with their problem of 
eliminating government employees? That was a big problem in 1947 
Practically everybody in Greece was on the government payroll. One 
of the chief projects of the United States mission in Greece was 
get rid of some of the government employees. I wonder how that has 
worked out. 

Mr. Havapy. I wonder if you could ask that question = Mr 
Byroade, who is Assistant Secretary for Near East Affairs in con- 
nection with the Middle East presentation? 

Mr. Gary. That will be all right. 

Mr. Firzceratp. They have had that problem, but the new gov- 
ernment in Greece is taking vigorous action to reduce the rolls and 
have already consolidated two of the national banks and have reduced 
the host of employees in the national banks by several hundred or 
more and they have reported intentions to reduce civil service employ- 
ment by several thousand over the next few months and I think they 
will make a substantial reduction. 

Mr. Gary. They started back in 1947 and I want to know how 
much progress has been made. 

Mr. FirzGeraup. We will see what figures we have on it. 
(The following information was supplied for the record:) 






i 



























REDUCTION IN GREEK CIVIL SERVICE AND REFORMS IN GREEK PUBLIC 
ADMINISTRATION 











In general, very little progress was made in terms of an actual reduction of the 
number of Greek Government employees until the election of the Papagos gov- 
ernment in the fall of 1952. Since that time best estimates place the reduction 
in regular Government employees at about 2,000 out of a total payroll of about 
59,000. In addition, substantial numbers have been cut from autonomous Gov- 
ernment corporations and committees, although no precise figures are available. 
Studies by the MSA mission indicate that the percentage of Government employees 
to total labor force in Greece is now about the same as comparable percentages 










r western European countries. The present Greek Government, which is 
yest one since the end of the war, is pursuing & vigorous policy with 
» civil service reform, and the MSA mission believes that further sub- 

progress will be forthcoming. 
owing particular reforms in Greek public administration should be noted: 
e number of Greek ministries (Government departments) has heen reduced 
the Ministry of Coordination has been given inereased power 

her overlapping functions 
or nomarchs have been removed from the political lists and 
appointed on a nonpolitieal bas y a special 
He a f ed these 


‘Taper. The next country for consideration 
you have $408,700,000. 
What are you going to do with that? 
General Srewart. We are asking for Italy, sir, $408,700,000 for 
riel and training. The forces we are d aling vith are shown 


chart six of the forces charts. ‘The details, of course, appear on 
17. I have a prepared statement for the record. 
The statement referred to follows:) 


ace 


lv and the island 


tern Europe. 
over the 


southern an estern 2 ll 


it . 
rorce ure hose to N ATO and for 
wit] ps emploved in the administra [ 
aliland under t] oe hip. With the establishn 
embership in NATO and the beginning of United States military assistan 


as been increasing em s in Italy on the rebuilding of litary strengt! 


rt f 
ich O 


resultant marked expansion in the Italian defense effort 
Che training programs, both past and proposed, include all phases and subje 
uired to insure proper handling and us: he Italian armed forces of 
lipment supplied under MDAP. Per n rained under this program 
eing used as the nucleus of instructors f t large group of both officer 


ed personnel in the armed services who » training it e use of 


35928—53-———_9 
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equipment, As a result of training already accomplished, the Italian ar 
forces have been able to provide a sufficient number of adequately tra 
personnel to receive and to use all MDAP equipment as it arrived. 

During the past vear utilization and maintenance of MDAP equipmer 
the army has improved greatly. Utilization of navy equipment is adeq 
In the air force utilization and maintenance have been only fair, but ar 
proving as the flow of trained personnel and necessary maintenance equip! 
and facilities increases. Itis estimated that the Italian armed forces will be 
to effectively utilize the materiel already programed and that proposed 
fiscal vear 1954 by the time United States delixers that equipment. 


To date Ital defense production has taken two principal forms: (1) Prod 
tion against orders from the Italian Government itself, and (2) produ 
against United States offshore procurement orders. As of May 2, 1953, 


United States had placed a total of $286,649,939 worth of contracts in It 
under the offshore procurement program. 

To assure Italy an effective position within NATO she must be provided throu 
M DAP that materiel and training assistance which she cannot. provide for he1 
but which is necessary to create an effective military machine in this importa 
segment of the NATO forces. 

Mr. Taser. Are you actually turning bombers over to them? 

General Stewart. No, sir, we are not furnishing Greece with am 
bombers. 

Mr. Taser. We are not talking about Greece just now. 

General Srewarr. I mean Italy, sir. 

Colonel Boyuan. Those are fighter-bombers. 

Mr. Taper. If there are no further questions on Italy, we will 
proceed to the next country. 


LUXEMBURG 


We have a training program in Luxemburg in the amount of how 
much? 

General Stewart. $9,000. 

Mr. Taser. We will proceed to the next country. 


NETHERLANDS 


For the Netherlands we have a request for $93 million. 

General, will you explain this item? 

General Srewarr. There is a list of forces which we are contributing 
toward, shown on sheet 8 of the classified forces information. 

I would like to present the following additional information in 
regard to the Netherlands: 

(The matter referred to follows:) 


First, I will present this chart which shows the Netherlands forces supported by) 
MDAP. 

This chart in volume II, Budget Document, shows the dollar value of the mate- 
ria! shipped and to be shipped and the status of the training program. 

This chart also shows the status of selected major items in the program by num- 
ber shipped and to be shipped. 

At the start of MDAP in 1950 the Army consisted of certain units, all equipped 
with British weapons. During 1951 and 1952 additional units were organized, 
trained and equipped through MDAP. ‘The Royal Netherlands Navy has a large 
self-financed construction program which has been steadily increasing in content. 
The Navy will be in a position to effectively assist NATO in the event of hestili- 
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lhe Netherlands had at the start of MDAP a small Air Defense Force. 
\P has served to reinforce this Air Force. 
Dutch have almost completely changed the organization of their tactical 
m British to American. American equipment has been substituted for 
<eept in the case of a few major items, and American procedures adopted. 
ds of junior officers and noncommissioned officers have been trained in 
service schools. Efforts are being made to adopt the American system 
- records, tactics and technical training. 
employment and maintenance of MDAP equipment have been improving 
but steadily. Background training and experence with modern instru- 
of war are limited. Since the Netherlands has little heavy industry, ex- 
training in technical fields is required to meet the needs of the Armed 
; for general mechanics and technical specialists. The Dutch have the abil- 
itilize effectively the equipment programed through fiscal year 1953 and 
ear 1954. 
\fr. Taper. If there are no further questions in regard to the 
Netherlands, we will proceed to the next country. 


NoRWAY 


You are requesting $20,100,000 for materiei and training. 

General Stewart. Norway has no military commitments outside 
NATO. Her entire military forces including local defense and home 

rd are committed to the defense of Norway in wartime. 

Prior to 1940 Norway had had a hundred or more years of peace. 
As a result, Norway’s military establishment has historically been of 
the militia, or citizen-soldier-sailor type, with only a small cadre of 
professional officers for the administration of the services and for the 
training of conscriptees. This training was carried out during the 
short summer season, with the period of active service lasting from 
18 to 84 days. There was no Air Force. The Navy consisted of a 
few destroyers and smaller types while all but a small fraction of the 
Army were civilians with their rifles and uniforms in their closets. 

During 1952 the Norwegian Government demonstrated a greatly 
improved capacity to back up its military targets with comprehensive 
and long-range legislation designed to provide a framework for the 
defense program through 1954 and to remedy basic problems involved 
in personnel recruitment, training, and organization. The most 
recent evidences of this progress are (1) a bill to improve and acceler- 
ate the training of officers and noncommissioned officers, submitted to 
the Storting in the early autumn, and (2) completion by the Govern- 
ment in December 1952 of a major draft bill for the comprehensive 
reorganization of the military establishment. 

Strictly in terms of the number of units, Norway’s force targets for 
1952 and subsequent years in general are being and can be met. This 
is Without reference, however, to the all-important qualitative require- 
ments for such units, including their supporting organizations. There 
is no doubt thet a gradual improvement is taking place through indi- 
vidual and unit training with United States equipment. However, 
the delivery of United States equipment for the Army is rapidly reach- 
ing, and in some cases has already equaled, present capacity to main- 
tain, house, and utilize it effectively in peacetime. The major 
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obstacle commor to all three services is the serious shortage of trained 
Regular. military personne:, particularly in the Army and Navy, to 
maintain equipment, develop and administer plans and train recr its 
during peacetime, as well as to provide the core of combat leadership 
in case of war. 

The MDA training program has beer and is definitely effective in 
providing Norway with a nucleus of personnel traired to cope with 
the receipt, processing and maintenance of equipment as delivered 
and to continue further instruction on operation, technique of em- 
ployment. mairtenance and repair of the equipment in her own 
schools and training establishments. After the completion of | 
fiscal year 1953 training program, Norway will have relatively sm: all 
requirement for training of personnel in United States Army estab- 
lishments. This fiscal year 1954 requirement, plus personnel already 
trained, should provide Norway with a sufficient number of trained 
instructor type personnel to carry on future training in Norway on 
all types of MDAP equipment. 

Mr. Taser. You are providing for a few bombers and small amount 
of Army supplies. 

Mr. AnprerseNn. Off the record. 

(Discussion off the record.) 


SHIPS BEING BUILT FOR DENMARK 


Mr. Gary. When you were speaking of Denmark a while ago you 
listed the number of ships which 'the ‘y were building and you said some 
of them were offshore procurement and that they were to be used by 
Denmark. Does that mean we are paying for those ships for Den- 
mark’s use? 

' Commander Rypeen. That is correct. They are being built not 
in Denmark, but being built in Italy. 

Mr. Gary. I could not understand why our Government would pay 
them for building their own ships. 

Mr. Rooney. You are not trying to jibe that with the fact they are 
building two tankers for Soviet Russia, one of which has been de- 
livered? 

Mr. Hatasy. Off the record. 

(Discussion off the record.) 

ANDERSEN. Off the record. 

(Discussion off the record.) 


PORTUGAL 


Mr. Taper. The next country for consideration is Portugal. There 
you have $21 million and the big item seems to be a major combat 
ship. What is that and why? 

Commander RypgEn. That is a ship, sir, which has been included 
in this specific program because of * * * may I go off the record here. 

(Statement off the record.) 

Mr. Martin. I might add, Portugal and the Azores are very impor- 
tant naval and air facilities. 

Mr. Taner. Do they have susbtantial forces there? 
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Commander Rypren. They have some air defense forces and 
und defense forces in the Azores. 
Mr. Taper. There seem to be a few aircraft—not very many, 
comparatively. 
Commander Rypren. Also, part of the aircraft are long-range 
natrol bombers in which SACLANT has an interest. 
General Stewart. I would like to submit a general statement in 
regard to the program in Portugal. 
[he matter referred to is as follows:) 
Portugal is a NATO member providing important military bases and limited 
i forces for the defense of the North Atlantic area. Although Portugal is 
trated geographically from the other NATO countries by Spain, both conti- 
al Portugal and the Azores are strategic locations of critical importance to the 
' -ATO defense structure. In addition to commitments to NATO and to the 
se of its home territory, Portugal also maintains military forces for its 
ive overseas territories. 
principal equipment shortages are included in present programs but some 


ous equipment deficiencies have not yet been programed. However, the 

| rall progress of the armed forces has been considerable over the 2-vear period 
examples of progress made to date, there have been an intensification and 

lernization of training in all the Portuguese armed services, including a con- 

rable expansion of training facilities; a major part of the MDAP end items 

ered to date are in the hands of the using units; a training camp for an entire 

division is now under construction; a field exercise to test the army mobiliza- 

lan has been conducted with satisfactory results; a joint electronics school 

recently been established to teach electronics fundamentals to personnel of 

e three services; a recent decree law has authorized an increase in naval personnel 
i r th; all the armed services either have been or are being reorganized along 


ry lines 
1 


1. Portugal has recently passed decree laws increasing the authorized strength 

f the navy by about 30 percent (and action has been initiated to bring the 

ip to the new limits), and establishing the firm tables of organization for 

peacetime air force. These laws make provision for sufficient personnel 

permit the fulfillment of the navy and air force commitments. The army 
lup is progressing as planned. 

». The Portuguese armed forces recognize their training deficiencies and are 

actively participating in the MDA training program by sending officers and 

1 personnel to United States service schools. Since the most critical 

of trained personnel are in the more technical fields, a major portion of the 

raining program is being devoted to the training of technical specialists 


short- 


‘I MDA training program is very effective in reducing the shortages of 
ically qualified personnel. 
To alleviate the shortage of equipment which has not been programed by 
United States, Portugal is herself purchasing and building some of this 
f pment However, all deficiencies cannot be met from local sources For 
example, the Portuguese Government is building some minesweepers and patrol 
craft with their own funds but not in sufficient number to meet their requirements. 
7. The present Portuguese force goals are considered to be realistic, but assist- 
in the form of providing major items is necessary to permit fulfillment of 
these goals Although the progress of the air force has not been equal to that 
the two older services, the progress of the Portuguese armed forces from 
J lary 1951 to date 1as been satisfactory and it may e expe ted tl t | 


| 
h 
will meet their NATO agreed goals, provided the required equipment is furnished 


er MDAP. 


Mr. Taser. If there are no further questions, we shall proceed to 
the next country. 
OPAIN 


Does the situation still persist that they have not vet received 
anything? 
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Mr. Onty. No military or economic assistance has yet been 
vided to Spain except for the economic assistance which eas provided 
under the loan of $62,500,000 which was authorized, I believ: 
fiscal year 1951. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


TURKEY 


Mr. Taser. The next country is Turkey and there you have q 
a considerable item of $285 million overall, involving quite a number 
of transport vehicles. 

(Discussion off the record.) 

Mr. Taser. And most of the funds are for the Army, a small 
amount for the Navy and the Air Force. 

I have no other questions on that item. Is there anything further 
with reference to Turkey? 


Unttrep KinGpom 


Mr. Taser. The next number is United Kingdom, $451 million, 
You have quite a considerable item for trucks, and a considerable item 
of ammunition. In the Navy you seem to have a block of airplanes, 
fighter bombers, bombers, and patrols. You do not seem to have any- 
thing in the Air Force except miscellaneous. 

Commander Rypren. The antisubmarine warfare and the attack 
bomber and helicopters, and the jet fighters, with procurement 
offshore, we provide the airframe, and they provide the spares and 
parts. 

Mr. Taner. You have in here $100 million for defense support, and 
$100 million for defense financing; for NATO work and _ aircraft 
production. Who is going to tell us about that? 

Mr. Ouuy. Mr. Fitzgerald. I might state that the defense support 
in this country we are going to justify when we get to the next section. 

Mr. Taper. Any questions on United Kingdom? 

(Off-record discussion. ) 

Mr. Hatasy. The Department of Defense would like very much to 
support the request of the Mutual Security Agency for spec ific defense 
financing and defense support. From the military point of view the 
United Kingdom is still our strongest ally and the investment of these 
additional military supporting resources we believe is an excellent one. 
This is particularly true of contributions in Europe and the Middle 
East and in the Mediterranean. They are fighting in Korea, and they 
are also fighting in Malaya. 

(Off-record discussion.) 


YUGOSLAVIA 
Mr. Taser. The next country is Yugoslavia, and there we have 


$216 million programed; for military supplies. 
(Off-record discussion.) 
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Orr-SHORE PROCUREMENT 


Hatasy. We thought that after several years of not even 
ra model on the one hand, that we might bring to you this model 
cating]. 

id I may say that what I say may be on the record, unless I 
e otherwise, or unless one of the witnesses indicates otherwise. 
have here a chart showing the cumulative programs for off- 
procurement in fiscal years 1952 and 1953. 
| referred previously in the testimony, this is simply a way of 
¢ end-items that we have justified previously. Of the previous 

opriations which you have made—earmarked to the Department 

, totaling $15.5 billion, 1952 through 1953—we have placed 
acts overseas, approximating $2 billion. 

(he portion of the $15.5 billion for material is approximately $14 

on. $2 billion out of the 14 gives us about one-seventh of our 


Jetense 


tracts overseas. 

Now, if you appropriate what we have requested, in the President’s 
iest of the carryover of unobligated funds, and all new funds, you 
appropriate approximately $4.7 billion for material, of which the 
yover is a substantial part. 

Now, with that $4.7 billion we expect in fiscal year 1954 to place 

tracts together with some facilities assistance, which I will explain 

ore completely in a moment, of somewhere between $1.2 billion 
| $1.5 billion additional. 

Let us see first what we have done to date with the money that has 

en appropriated. 

\s of the 30th of June we had placed in the amounts shown here, 

| this corresponds to the first chart in the table you have before you. 

You will notice that the solid portion represents fiscal 1952, and the 

tehed portion is for the fiscal year 1953. 

| believe these can be made a part of the record, and if you wish, 
ti stimony can be tied in with these charts. In that manner I can 
e considerable time and will not have to read the chart figures off. 

Obviously, by far the greater amount is for ammunition, $737 
lion. : 

The next large item is for aircraft, and spares, and this brings to 

ud the Hawker-Hunter aircraft, of which we have the model sup- 

led us by the British, free of cost. 

The next item in size is Navy vessels, largely minesweepers and 
e craft, tenders. 

Mr. Taser. This chart indicates what has been done in the last 

years. 

Mr. HataBy. Yes. 

Mr. Taper. As I understand for 1952 and 1953. 

Mr. HauaBy. Yes. 

Mr. Taser. I think if you will put that tabulation in the record, 

that ought to be enough. 

(The tabulation referred to follows:) 
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52 and fiscal year 1953 MDAP/OSP contracts placed through June 


} 


by service, commodity category, and fiscal year program 


In millions of dollars] 


ear | Fiscal year 


1953 


Total 


735. 6 
82. 6 
58, 

224. § 


56 


12 
tals are based on unrounded figures, hence may vary from rounded amounts. 


Mr. Taner. What is the next table? 

Mr. Hatany. The next table shows the same information by 
countries, and what we have done with the funds. In other words, 
this gives the same figures by countries instead of by services. 

Mr. Taper. For the 2 years, 1952 and 1953. 

Mr. Hatasy. Yes, the same data for procurement. 

Mr. Taser. That seems to be broken down into three blocks; that 
covers the Army, Navy, and Air Force. 

Mr. Hatasy. Yes. 

(The table referred to follows:) 


152 and fiscal year 1958 MDAP/OSP contracts placed through June 20, 


1958, by country of procurement and service 


In millions of dollars] 


Air Force Total 


ee ee | 


Mr. Hatasy. I would like to add one factor, Mr. Chairman, that 
between the 20th of June and the 30th of June there have been placed 
an additional $250 million in contracts that are not shown on this 
chart. In other words, in the last 10 days of the fiscal year, $250 
million of contracts were actually signed that have been under negotia- 
tion in the previous 6 months. 

The next table in tabular form is for the same data. 
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Mr. Taser. I do not think it worthwhile to put that in. 
(Off-record discussion.) 
Mr. Taper. I think we might put that chart in the record. 

Mr. Harasy. This one we cannot put in the record, for this reason, 
we do not want to divulge what our materiel contracts are because 
prices will go right up if we do. 

Mr. Taser. Then I do not believe I care for the detail. If you want 
to put that table in that you have on page 477 in the other book, all 
right. 

Mr. Hatasy. Yes, sir. 

Mr. Taser. The next page seems to be tank contracts procured in 
the United Kingdom. If it is confidential I do not believe we better 
put that in. 

Mr. Hatasy. No, sir. 

In this presentation we had planned to offer you all of the charts that 
were put in the House Foreign Affairs hearing from pages 437 through 
490. 

We brought those tables up to date. The date we used there was 
May 30, and we brought those up to date to June 20 in this set of 
tables that you have before you. We added some additional details 
because we thought that this committee would want more detail. 

Mr. Corron. You are going to explain these tables? 

Mr. Hauasy. Yes. 

So, on the record, we offered you the first page of this set which 
brings us up to June 20, and is unclassified, and the second page which 
brings you up to the 20th of June is unclassified, and the remainder 
of the pages, that is, pages 3, 4, 5, 6, 7, and 8 are off the record, and 
pages 9, 10, and 11 are on the record since they are expenditure esti- 
mates, and the final page, the tentative 1954 program, we wish to 
keep off the record so that it will not disclose our negotiating hand. 

If I can just go right on through with these, Mr. Chairman, and 
ask you on each one whether you want i‘ in the record. 

Mr. Taser. All right, go ahead. Which one is next? 

Mr. Hatasy. I do not know whether we showed one while you 
were out of the room or not. 

Mr. Taser. Never mind. This is confidential, is it not? 

Mr. Hauasy. Yes; all of this is off the record. 

Mr. Taser. All right; we have that here, have we not? 

Mr. Hauapsy. Yes, sir. 

Mr. Taner. We will not need to spend any more time on that one. 






EXPENDITURES 


We will insert charts 9, 10, and 11. 
(The matter referred to follows:) 


Expenditures under fiscal year 1952 and 1953 MDAP/OSP contracts by service 
and commodity category as of May 31, 1958 


{In millions of dollars] 
Total $169. I 
Army 84.8 
Ammunition 1. 6 
Combat vehicles__- 5 13. 6 
Electronics ; oO. 3S 
Special military support- , a 57. 4 
9. 4 


All other. - - sa aa : 5. 
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venditures under fiscal year 1952 and 1953 MDAP/OSP contracts by service and 
comn odity cate gory a of May 31, 1958—Continued 


[In millions of dollars] 


Vessels 
Special militray support 
All other 

Air Force 
Aircraft and spares 
Special military support 
All other 

NorTE.—Totals are based on unrounded amounts, hence may vary from totals of rounded amounts, 


Source: Reports from U.S iropean Command and U, S. Far East Command, 


Forecasted MDAP/OSP expenditures during fiscal year 1954, by service and 
commodity category 


{In millions of dollars] 


—} 


684. 


Army i , ib 406. 
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SPECIAL MILITARY SUPPORT FOR FRANCE 


Mr. Forp. What is the $224.5 million for France under the heading, 
“Special military support’’? . 

Mr. Hawapy. This is a program which was agreed to in February of 
1952 by Secretaries Acheson, Harriman, and Lovett, whereby the 
United’ States procured in France this much of French military 
equipment, largely for use in Indochina, which was on order by the 
French, but which was about to be canceled due to their shortage 
of funds. 

This is similar in several respects to the Mutual Defense financing 
for France and the United Kingdom which is in this year’s program. 

In a sense, it is a forerunner of this program. 

These equipments, as I say, were in the procurement budget of the 
French Government but would have been taken out if we had not been 
able to come through and purchase this for French forces fighting in 
Indochina and underway in France. 

Now, in a sense it enabled the French to free the divisions and air 
forces and naval vessels which they have offered to NATO and have 
committed toward those NATO force goals. 

If this had not been possible they would have substantially reduced 
this force. 

Mr. Taser. Are there any further questions on that particular 
table? 

Mr. Davis. The $224.5 million is only the big half. Down in the 
Navy there is another $53.7 million, and in the Air Force there is 
$116.8 million. Now, that is about $400 million. 

Mr. Hatapy. That is right. 

Over the fiscal years 1952 and 1953 we will, under the special 
military support program, have provided approximately, or obligated, 
approximately what is intended to be obligated in the coming fiscal 
year 1954. 

Mr. Davis. What authorization is that done under? 

Mr. Hatasy. That comes under the Mutual Defense Assistance 
Act whereby we are authorized to procure military equipment for 
the purposes of the act. 

Mr. Davis. Had there been any justification given for the spending 
of that $400 million not previously contemplated in France? 

Mr. Haxasy. In the legislative history there is a discussion of 
this program, and there is a full explanation in the current hearings, 
in the hearings under the fiscal year 1954 program. 

Mr. Davis. Had there been prior to this an earmarking of this 
$400 million for that purpose? 

Mr. Hauasy. The fiscal year 1953 program was based on the law, 
the Mutual Defense Assistance Act, and on statements made by Mr. 
Harriman and others in the hearings for that year. 

Mr. Davis. Turn to the next chart. 

Mr. Hatasy. What is the heading on that one, Congressman? 


DELIVERIES 


Mr. Davis. This one is on deliveries, apparently. 

Mr. Haxasy. Deliveries under fiscal year 1952. 

Mr. Davis. What is the relationship between those two in this 
particular problem we are discussing? The amounts and the de- 
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liveries do not appear to conform, one is obligations, and one is 
deliveries. 

Mr. Hatasy. That is correct. 

In 1952 and 1953 we had as of May 31 actually delivered $185 
million worth of equipment. 

Mr. Davis. In the case of France the total is $139 million as of 
May 31 in deliveries. 

Mr. Hauasy. That is right. 

Mr. Davis. And the total of obligations is $967.1 million. 

Mr. HauasBy. Yes, sir; that is right. 

Mr. Davis. When will all of those deliveries be completed? 

Mr. Hatasy. Well, we have some forecasted deliveries by sample 
types. 


DEVELOPMENT OF OFFSHORE PROCUREMENT PROGRAM 


On this let me, at the outset, make clear the time element in this 
program. 

We started the program in the winter of 1952. The Secretary of 
Defense, Mr. Lovett, and the Director for Mutual Security, Mr. 
Harriman, authorized the services to initiate a program of procure- 
ment overseas 

I think it is significant that the program started out under a banker 
and under Mr. Foster, a very prominent industrialist and proeuction 
man 

The first step was to set up some ground rules, which we did. 

For example, the cost and the quality and the delivery dates had to 
be reasonable and had to be comparable to the United States situa- 
tion, not unjustifiable in relation to the United States procurement. 

The next step was organization, and it was decided for the first 
phase of this program to use procurement services in Europe and aug- 
ment them to asmall extent. The actual contracting got under way 
about 15 months ago, and during the final 3 months of the fiscal year 
1952 about $600 million worth of contracts were let. 

When we appropriated additional funds for the fiscal year 1953 we 
indicated that we would be prepared to buy military equipment 
overseas in the range of about $1 billion. 

The House Foreign Affairs Committee immediately took up that 
offer, and they were so enthusiastic about it that they wrote into 
their bill the requirement that not less than $1 billion be obligated 
for procurement overseas. 

In conference that was knocked out for the reason that the executive 
branch should be given flexibility to fall slightly less than a billion, or 
go up higher. 

So, we had a very strong legislative mandate to proceed with the 
program. 

In the course of the fiscal year 1953 we placed about $1,400 million 
in contracts, bringing the grand total up to almost $2% billion. 

Now, the items in the program are all hardware items. Almost 
none of them are off-the-shelf items. 

The lead time, as I pointed out earlier, is extraordinarily long 
because, in a sense, the Europeans are back of where we were in 
June 1950. They had factories blown up and destroyed during the 
war which had never been rebuilt. 
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They had a production machine that was idling along at the rate 
of only a couple of billion dollars for the fiscal year 1952, and I think 
it is up now to almost a $4 billion current rate of military equipment 
production. So, they had to tool up, get skilled labor, and in some 
cases rebuild with their own funds factories, and in other cases e xpand 
certain factories in order to take these contracts. We have gotten 
very, very few deliveries, only about $200 million to date. The 
reason is the late starting of the program, the long lead time and the 
terrific tooling-up problems involved in getting this industry going in 
Europe. We feel that these are very hard-working conditions. 

I think it is significant that the program is being carried on, and, in 
fact, increased under Secretary Wilson, and Secretary Kyes, who are 
both pretty hard-headed production men. 


BENEFITS DERIVED FROM OFFSHORE PROCUREMENT 


We are getting very good equipment. In a moment I would like to 
ask my colleague ‘3 in the services here to just describe, each of them, 
one item, the Air Force officer the Hawker-Hunter, the Naval officer 
the net tender that we are purchasing overseas, and the Army officer 
any item a that he will select, just as an example of the type of equip- 
ment we are getting. 


COST OF OFFSHORE PROCUREMENT 


We are getting good equipment, and we are getting it at somewhere 
around a 10 to 20 percent discount in every field except ammunition. 


In that field we are paying prices that are comparable to the prices 
we paid immediately after Korea, they are higher than those we are 
now paying for a similar round of ammunition in the United States. 

We are getting out of these dollars a third commodity, namely, a 
reduction of dollar deficits, and reducing the amount that we would 
otherwise have to offer them for defense support or defense financing. 

Mr. Gary. May I ask one question at this point? 

Mr. Harasy. Yes, sir. 


PROCUREMENT IN ONE COUNTRY FOR BENEFIT OF ANOTHER COUNTRY 


Mr. Gary. Do I understand that these items under your offshore 
procurement are procured from one country in Europe for the benefit 
of another country? 

Mr. Hauapy. Yes, sir. 

Mr. Gary. You do not in any case pay the country that gets the 
materials for making them, is that correc t? 

Mr. Hatapy. That is partly correct, 

In most cases we are buying equipme ant in one country and trans- 
ferring it to another country, but in several cases we are buying equip- 
ment in a country, and we are going to turn it over to the forces of that 
country. 

That is completely true of the case that Mr. Ford asked about a 
moment ago, special military support. We are buying the equipment 
in France for use by the French forees in Indochina and in France. 

We are buying some ammunition in Italy that will go to Italian 
forces, and some of that Italian purchased ammunition will also go 
to other forces, to the French forces and others. As it is delivered we 
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allocate it in accordance with rules similar to those which we apply 
to United States produced equipment, but it is serving three purposes 
instead of one. 


COMPLAINTS FROM UNITED STATES INDUSTRY ON OFF-SHORE 
PROCUREMENT 


Now, vou might think that with a program of this magnitude we 

would get very heavy complaints from United States industry. 

hat has not been the case. We have had quite a number of letters 
regarding the naval vessels procurement program, especially from the 
shipbuilding areas of the United States, but we have been able to 
point out that we are getting these vessels produced on the spot at a 
lower price with a reasonable delivery schedule, and that has appar- 
ently been a satisfactory explanation generally. 

With respect to the aircraft contracts we have discussed them 
with the industry. We have found that they have nas been opposed 
to or complaining about this program, because they realize that we 
have this need in Europe for high class, high pe idivdadnt e interceptor 
aircraft that can be produced there, and they do not fear the rather 
modest aircraft industry that we are setting up. 


HAWKER-HUNTER AIRCRAFT 


If I could just very briefly ask Colonel Taylor of the Air Force to 
give you a very brief desc ription—because I know your time is run- 
ning low—of this airplane, and just a couple of facts about its perform- 


ance, and why we think it is a good deal for the United States. 
Colonel Taylor. 

Colonel Taytor. This is the British-built Hawker-Hunter aircraft. 

Gentlemen, as you can see from the model here this is a modern 
aircraft in all respects. 

It is an all metal, sweptwing airplane, powered by a jet engine. 

This aircraft takes either of two engines, both of which are built 
in Great Britain. One is called the Avon, and the other is the 
Sapphire. It is interesting to note that the Sapphire engine, which 
can be used in this airplane, is the engine from which our own J—65 
engine grew. That is the engine installed in our F-84F. So this 
airplane is modern in all respects. It has been flight-tested by top 
Air Force test pilots, so we know what it can do. 

It might be interesting to give you a few figures comparing this 
with one of our own Air Force aircraft. 

Mr. Hauasy. Off the record. 

(Discussion off the record.) 

Mr. Hautasy. Thank you very much, Colonel Taylor, unless there 
are questions by members of the committee. 


MINE SWEEPERS 


Mr. Hatasy. Now I would like Commander Danforth to give a very 
brief statement on the minesweeper procurement program. 

Commander Danrortn. Mr. Chairman and gentlemen, we have 
purchased—that is, we have contracted for—quite a number of mine- 
sweepers in Europe, and a great deal of research work has gone into 
minesweepers since World War ITI. 
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(Discussion off the record.) 

Mr. Hatasy. Right at present, this has more than a short-term 
objective to us. To us, this has a real possibility of tending to liqui- 
date this program, because, if they get these facilities in motion, they 
will want-.to keep them in motion. ‘There will be political pressures 
on their members of parliament; there will be all kinds of economic 
and political pressures that they continue these facilities in motion. 
And they will have them available should war occur, and we would 
not in the first few months be able to do some of the things we would 
like to do. And on and on there are examples of how this is long- 
term good business as well as short-term good business. 

Commander Danrorrn. I would like to say, in addition to that, 
that you can procure more of an item when it costs you less, and there 
is military urgency in this situation that requires more than we actually 
have funds in the program to produce. 

(Discussion off the record.) 

Mr. Taper. If there are no further questions, thank you, Com- 
mander. 

155 MILLIMETER HOWITZER 


Mr. Hatasy. Just one brief statement by Colonel Corbett of the 
Department of the Army, who wants to use as an example the 155 
millimeter howitzer. 

Colonel Corserr. Mr. Chairman, as you know, the 155-millimeter 
howitzer is the medium howitzer used in the ground forces. We are 
purchasing 265 155-millimeter howitzers in France. The howitzer 
being built in France is the French type, not the United States type. 
The French type compares very favorably with the United States 
type, in both range and accuracy. It does not have quite as 
satisfactory mobility as the United States howitzer does. We are 
getting this at about 16 percent less cost than the howitzers purchased 
in the United States, and we feel it is a most satisfactory weapon. 
It is in place; it is in Europe; the production is available. 

Mr. Taper. Where are they built? 

Colonel Corsert. In France. 

Mr. Gary. How are the gun works coming along in Holland? You 
had a gun factory there? 

Colonel Corsetrr. Yes, sir. They have a smaller weapon in produc- 
tion. The Belgians are building some 105-millimeter howitzers. 

Mr. ANDERSEN. You say the French howitzers are more accurate 
than ours? 

Colonel Corsert. Yes, sir. 

Mr. ANDERSEN. To what do you attribute that? 

Colonel Cornett. You attribute it to many things. Two factors 
are readily identifiable. First of all, it is the shape of the projectile 
itself; and second is that the design of the combustion chamber is 
excellent. 

Mr. ANDERSEN. It has nothing to do with better machine work? 

Colonel Corzerr. To some extent but not very much. These 
howitzers are capable of mass production. 

Mr. Fenton. Is the ammunition interchangeable? 

Colonel Corretr. We can shoot United States ammunition in the 
French howitzer but not vice versa; we cannot use French ammunition 
in our howitzer. When we use United States ammunition in the 
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French howitzer, we do not get as good performance as by using 
French ammunition in the French howitzer. 
(Discussion off the record.) 


BENEFITS DERIVED FROM OFFSHORE PROCUREMENT 


Mr. Harany. Mr. Chairman, just to sum up on this, I think we 
have attempted to demonstrate to you that we are getting triple duty 
out of these dollars; we are getting good equipment, getting the mobili- 

zation built up where they can take over production and procurement, 
and are getting some economic benefits that are very, very valuable. 

As I attempted to point out last night, we are very ‘anxious to pro- 
ceed with this program. We believe there is a strong legislative man- 
date to do so, and this has a special bearing on the unexpended funds, 
because these funds will just start getting expended. You can see 
that in the last 15 months only $185 million have been spent. This 
is about $2 billion unexpended but obligated under this offshore- 
procurement program will stretch out over anywhere from 6 months 
to 34 months. 

Some of the naval vessels we have already contracted for won’t 
finally be delivered for 34 months. So you have an extraordinarily 
long lead time on the offshore procured naval vessels. 

On the aircraft, we have some aircraft that won’t be delivered for 
approximately 28 months. I think that is the average. The final 
aircraft, as I remember it, won’t be delivered under the Mystere 
contract until about May of 1956. 

We hope to add onto this large amount of offshore working capital 
an additional $1.2 billion to $1.5 billion. The program has been 
designed this way with all of the factors taken into account and has 
been approved by Secretary Wilson and Secretary Kyes. We have a 
mandate from the National Security Council to shoot for a large 
additiona] amount 

(Discussion off the record. ) 

Mr. Hatasy. So this is not just a program that we have cooked up 
as a desirabie or fancy way of spending these funds; it is a long haul 
program at the end of which we see some real advantages in liquidating 
the grant military aid program. 

When we come to summing up on the unobligated and unexpended 
balances, as we have promised you, I just want to forewarn you we 
intend to rely very heavily on this program as a basis for the new 
money. 

Mr. Gary. Do I understand this $2,018 million is the obligations 
during 1952 and 1953? 

Mr. Hatany. Cumulative; yes, sir. 

Mr. Gary. Now, how much of the fiscal 1954 funds do you propose 
to allocate to the offshore delivery program? 

Mr. Hatany. That figure has not been fixed for these reasons: 
First, we do not know how much you are going to appropriate ; second, 
we have examined the capacity, and as I say, there is a reasonable 
and visible procurement target of $1,855 million available for procure- 
ment; third, we would not want on the record to fix what we are going 
to buv, where, or in what amount. 

(Discussion off the record.) 

Mr. Taner. How much of the $2,018 million went for the construc- 
tion of plants and facilities? 
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Mr. Hatasy. None. In fact, that is prohibited by law. 

Mr. Taser. It was simply for procurement? 

Mr. Hatasy. Of end items. Obviously the indirect effect of that 
has been in some cases that the plant contractor was able 

Mr. Taser. To provide facilities himself? 

Mr. Hauary. To expand his facilities somewhat 

Mr. Taner. Are there any other questions on that offshore pro- 
curement? 

PRODUCTION OF AMMUNITION 


Mr. Hauasy. Very briefly, as an adjunct to the offshore program, 
we found this very serious situation. Even though we have placed 
contracts for a substantial amount of ammunition—as I pointed out, 
it is over $700 million—we still find that one of the most serious bottle- 
necks to production of this high-priority deficiency of the ferces in 
NATO is the powder and propellant production in Europe. In 
other words, the Europeans have not at the present time developed 
enough explosives capacity to balance out the mobilization base. 
We have anticipated that the procurement program of ammunition 
would substantially increase that propellant capacity; and it has, 
but not enough. 

(Discussion off the record. ) 

Mr. Haxasy. It was obvious, in view of the serious deficiency in 
ammunition and propellant and explosives capacity that NATO had 
to do something about this, and over a vear ago a plan was prepared 
which has been under study in the ensuing time. ‘This plan calls 
for the European NATO countries to expand their explosives and 
propellant capacities through the use of about $161 million worth of 
funds. It is envisaged that these propellant and explosives plants 
would be expanded in the areas | have set out here on a map. 

(Discussion off the record.) 

Mr. Hatany. This program has been carefully worked out in 
NATO, and here is our opportunity. If we have available in this 
new appropriation, as we have provided, something of the order of 
$50 million, we would certainly use no more of it than required and we 
would certainly use as little of it as is necessary, but, if we have a sub- 
stantial amount available in this program for this purpose, it appears 
as though we can go into NATO and get the French, the Italians, 
the British, and several others to come up with a correlated program 
for the expansion of this propellant and explosives capacity. This, 
by the way, is largely for nitrocellulose, nitroglycerine, and finished 
propellants. 

(Discussion off the record.) 

Mr. Hatapy. It would provide benefits far in excess of the amount 
of money involved. In other words, by correlating the NATO 
expansion procurement, we could get a multiplied effect of the dollars 
we propose to use. 

Mr. Taser. How would it operate in that way? If you put in a 
dollar, how many dollars’ worth of production would you have avail- 
able for that dollar? 

(Discussion off the record.) 

Mr. Taser. Would it cost you more or less than the stuff you ar¢ 
getting now? 
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Mr. Hatasy. This would definitely reduce the cost of propellants 
and explosives to contractors from which we are buying smmunition. 
It turns out the ammunition producer is paying for propellants and 
explosives well over twice, I believe, per pound what we are paying 
du Pont and other people here. It is 140 percent of our prices that 
we are paying. 

Mr. Taser. That is, a 40-percent bonus? 

Mr. Hauasy. Yes, sir. What I was thinking of, actually, was the 
price they are paying for brass. 

Mr. Taser. Are you able to tell us at what price you would be 
able to get the stuff if you had these facilities? 

Mr. Havasy. I think we can only give you a rough estimate, that 
if we got this expansion of facilities over there, there would be a very 
substantial reduction in the cost to the ammunition manufacturer. 
He would crank that into a lower bid on his ammunition contract, 
and my guess is that this, together with the conversion from brass 
cartridge cases to steel cartridge cases, would bring them down to 
about the United States pricing where the pricing exceeds United 
States prices. 

Mr. Forp. When do you expect to get some deliveries on this 
program if it goes forward? 

Mr. Hatasy. It depends on which one of these plants we are 
talking about. We have one in southern Europe that could get 
going in 6 months, and it would, within those 6 months, have a 
capacity of about 140 tons of nitroglycerin and dinitroglycol and 
about 260 tons of finished propellants. At the other end there is a 
plant which is much farther from Russian attack which would not 
really get going for about 30 months. So I think we would look at 
that one awfully hard before we got into that. But when it got 
going it would produce 650 tons of nitrocellulose and 840 tons of 
finished propellants. All those plants would be going not just under 
United States financing but under combined NATO financing. 

Mr. Forp. Out of the $3 billion total deliveries expected annually, 
what percentage would we finance? 

Mr. Hatasy. That is a rather complicated one. What this would 
enable is this: If we expanded the propellant and explosives capacity 
with this money to the level projected, we would have something 
around $3 billion capacity for producing ammunition. 

Mr. Taser. What do we have now? 

Mr. Hatasy. We have in contracts out $1,145 million. They 
have out in contracts for ammunition a similar amount—around $1 
billion in ammunition contracts with European funds. 

(Discussion off the record.) 

Mr. Oury. We have a statement which we could put in the record 
on this, if it would give your staff something to refer to. 

Mr. Taper. All right, if you would like to. 

(The matter referred to is as follows:) 


MDA CoNGRESSIONAL PRESENTATION ON FACILITIES ASSISTANCE FOR FISCAL 
YEAR 1954 


The $50 million item included in the budget for facilities assistance to NATO 
Europe differs sharply from end-item aid in that it is an investment which will 
result in future production. Not only will it greatly strengthen the mutual 
security of the free world, but it will eventually result in a substantial saving for 
the United States taxpayer. 
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It has been impressed upon us that “‘if an adequate defense position must be 
maintained over an extended period of time, as now seems to be the case, and if 
this is to be done without prohibitive cost and drain on the Nation’s resources, a 
larger capacity to produce military end items must be created and maintained in 
such a condition that it can be quickly expanded in event of an emergency.” 
Therefore, while direct end-item aid must continue to have first priority during 
the forces buildup, new emphasis and support must be given to efforts alre ady 
undertaken by our NATO partners to attain self-sufficiency in production ca- 
pacity for that most vitally important item of materiel—ammunition. 

As you know, there is a serious shortage of ammunition in Europe which would 
affect the capability of the NATO forces to resist and repel aggression. ‘The recti- 
fication of this situation is imperative, and for that reason it is essential that we 
develop an ammunition production base in Europe. 

All countries have been urged to take immediate steps toward the reactivation 
of their indigenous ammunition production facilities and the expansion of these 
facilities. Some progress has already been made. However, the acute imbalance 
between European metal working capacity and that for propellants and explo- 
sives creates a bottleneck which must be eliminated before any satisfactory in- 
crease in ammunition production can be attained. Unless an expansion of NATO 
Kurope’s indigenous capacity for propellants and explosives is attained, the United 
States must fill the gap from its own production lines. 

This last alternative is not only expensive but dangerous. Even if United 
States productive capacity were sufficient to supply NA‘V’O European forces with 
cnough ammunition in time to meet their needs during the initial stages of all-out 
war, limited shipping and port facilities would make it impossible to deliver vitally 
necessary replenishments to the battlefront in time to fill the void when European 
reserves are consumed. 

For logistical reasons, and because of limitations on supply and transport 
facilities, it is of paramount urgency that ammunition production be undertaken 
as close as feasible to the contemplated area of conflict. Reasons of economy, 
and consequent savings for the United States taxpayer, underscore the advis- 
ability of encouraging NATO Europe in its efforts to reactivate its indigenous 
ammunition-production capacity. 

E xpansion of such E uropean ammunition-produc tion facilities is a vastly super- 
ior alternative to supplying NATO forces by depleting our own essential reserves. 
It offers a number of subordinate but highly important advantages: (1) Savings 
in shipping space and cost thereof, (2) reduction of losses due to chemical deterio- 
ration which make it necessary to replace or rehabilitate reserves, (3) elimination 
of loss due to obsolescence and consequent necessity for replacement of obsolete 
types of reserves; and (4) savings of money, time, and materials which would 
otherwise have to be diverted to the construction of storage facilities. Also to 
be considered among correlative advantages is the fact that because machinery 
does not deteriorate or become obsolescent as rapidly as ammunition, it is far 
more flexible in meeting changing requirements and therefore a better investment. 

The inescapable risk involved in investing in the buildup of plants which may 
be expropriated or destroyed by the enemy will be minimized by expanding only 
facilities located in the safest areas; and, in any case, the risk of investment can 
hardly be comparable with the alternative risk to our safety and freedom. 

The NATO international staff recommended a year ago that indigenous capacity 
for propellants and e xplosives be expanded and brought into balance with European 
metalworking capacity. Since then, our NATO partners, chief among them 
France and Italy, have indicated their readiness to assist in the implementation 
of this recommendation by having already committed some $34 million toward 
the fulfillment of the international staff program. 

The total cost of the program required to bring the chemical propellants and 
explosives and metalworking capacities of NATO Europe into productive balance 
is $161 million. Of this total, only $50 million is being requested for United States 
participation in fiscal year 1954. A portion of this $50 million is intended to 
assist NATO European ammunition plants in the vitally import ant conversion 
from brass to steel in the manufacture of cartridge cases. This conversion, 
which has been recommended by NATO as a result of conclusive studies by the 
NATO group of experts on steel cartridge cases, is of particular significance to 
the United States because it will greatly reduce European dependence upon the 
United States for a controlled material—copper. Not only the wartime scarcity 
of copper, but the fact that Europe’s need to import almost all its copper require- 
ments from either the United States or South America increases ne cessary dollar 
aid, makes the allocation of a portion of the requested $50 million to this special 
assistance a matter of national importance. We intend to make strenuous efforts 
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to stretch this $50 million to implement the steel cartridge case conversion as 
well as the expansion of propellant and explosives capacity program. 

The proposed United States contribution would be provided under the Mutual 
Defense Assistance Act of 1949, as carried over into the Mutual Security Act. 
Section 104 of the former act prohibits the use of MDA funds for plant construction 
other than the furnishing of production equipment, including machine tools, or of 
personal services of a technical nature rendered by officers and emplovees of the 
United States for the purpose of establishing or maintaining production, in fur- 
therance of purposes of the act. Therefore, it is contemplated that the United 
States contribution would be in the form of production equipment and technical 
know-how, while the participating NATO countries would put up the real estate, 
brick and mortar, and labor. 

Our agreements with the participating countries for United States facilities 
assistance would be predicated upon equitable financial contributions by our 
NATO partners and upon their commitments (a) not to discriminate against any 
other NATO country for price, quality, delivery dates, or priority tu obtain a 
fair share of the plant’s production; (6) to maintain those facilities financed with 
our aid, in standby where necessary; and (c) not to use the facilities or equipment 
for purposes other than originally intended without the consent of the United 
States 

Facilities assistance would be administered through Department of Defense 
facilities contracts. (Adequate authority is contained in present and contem- 
plated legislation for such assistance.) Actual obligation of funds would be 
preceded by thorough surveys including engineering surveys for the purpose of 
determining which individual plants are best situated strategically and which are 
capable of maximum returns on a minimum investment. Following the survey, 
and negotiation of agreements by the Department of Defense, in coordination 
with other agencies, as to the allocation of funds, the services will be empowered 
by directive to effect appropriate contracts. 

It would take approximately $10 of end item OSP to generate the additional 
capacity developed by $1 of facilities assistance. 

Preliminary estimates indicate that the indigenous European supplies of raw 
materials are adequate to meet the production requirements of the $161 million 
expansion program for propellants and explosives capacity. 


NATO INFRASTRUCTURE 


Mr. Taner. You were going to tell us something about some of 
these other items in here? 

Mr. Hatary. Yes, sir, we would like, if we may now, to turn to 
this word “infrastructure.” 

Mr. Taner. Will you explain its meaning? 

Mr. Hatary. I would like to explain it to you, if I may. We will 
have to bring in another traveling troupe for this presentation, if we 
may, sir. 

I will start out, if I may, by introducing two very able gentlemen 
here who have been working on this program for some time, Mr. Roger 
Ernst of the Office of North Atlantic Treaty Affairs and Col. Frank 
Elliott of the Air Force, and you know Mr. O’Hara. 

If we could start out with the definition and go right through this 
and then have the questions, I think we can make this rather brief. 

Mr. Tarer. You may proceed. 

Mr. Hatary. I see Mr. Cotton is not here, but if he should come 
back, we will pick up those questions which he asked and if he does 
not, we will give you the answers for the record and he can get them 
from the record. 

This word “infrastructure” has thrown everyone for months, but 
it simply means, for our purposes, overseas military public works 
financed commonly by the NATO countries including the United 
States. It is separate from the public works appropriation which 
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is requested from your committee by the Department of Defense in 
this year’s appropriation request. 

Now, the definition is what I just said: Military facilities for 
common use needed to permit effective combat operations of inte- 
grated forces. 

I have a statement for the record on this, which I have given to the 
reporter; since that will be a lot more coherent than my extempo- 
raneous presentation, I would like you to have it and I will try to 
cover the points. 

(The matter referred to is as follows:) 


DEFENSE DEPARTMENT STATEMENT ON NATO INFRASTRUCTURE 


A basic ingredient of the military posture of NATO is infrastructure, which 
consists of the facilities needed to permit effective combat operations by the 
integrated NATO forces under the command of General Ridgway and Admiral 
McCormick. Common infrastructure is available for use by the forces of all 
NATO countries. It is paid for through an international cost-sharing agreement 
among the NATO nations in which the United States participates. Funds are 
included in the bill under consideration by this committee to fulfill the United 
States share of the infrastructure program through 1954. It is plain that the 
NATO forces cannot operate without logistic backup, without facilities. The 
aircraft need airfields and fuel supply. The armies need means of communication 
The whole defensive alliance requires radar. Naval forces‘need fleet facilities. 
These are provided on a minimum basis under the NATO common infrastructure 
program, These requirements are programed annually in so-called ‘“‘slices.’’ 
Each slice is a year’s program. ‘To date, we have agreed in NATO on four such 
slices. These programs to date total $1.3 billion, which amount will provide the 
facilities needed for the forces realistically expected to be in being by December 
1954. The infrastructure needs are calculated not as requirements, but as real 
and tangible facilities directly related to actual forces. 

The United States has agreed to contribute to this program along with its 
NATO allies. Our percentage has varied from 48 to 43 to 40 to an average of 
about 41 percent. Our contribution in terms of dollars is $534 million. However, 
this figure is subject to adjustment as we have sueceeded in reaching agreement 
with our NATO allies under which we do not pay any taxes. This relief of the 
payment of taxes reduces the actual United States contribution to $470 million 
or about 36 percent. 

The program to date provides for over a hundred airfields in NATO and 


additional fields in Germany. Of the total, almost half are main airfields upon 
which will be based tactical units available to meet the enemy should a war 
occur. In addition to the airfields there is a vital supply and storage system for 


jet fuel, including tanks at airfields and pipelines to permit the flow of jet fuel to 
the fields. Communications are provided in the program to link General Ridg- 
way’s headquarters with his commands. There are also elements of a radar 
screen and certain radio navigational aids. Major naval facilities in the Mediter- 
ranean area and elsewhere are provided so that the Allied naval forces can operate 
effectively. 

The status of construction has improved markedly over the last year. Of the 
airfields programed, almost two-thirds are in a sufficiently advanced stage of 
construction that they can be put into use in an emergency. All of the airfields 
programed should be completed by the end of 1954. Similar progress has been 
recorded in construction of war headquarters, and while technical difficulties 
delayed the execution of the signals program, it is now moving forward at a rapid 
pace. Construction of the jet fuel storage and supply system included in the 
fourth slice should be on the way next summer. 

The United States investment in infrastructure is very rigorously protected. 
All programing and expenditure are subject to a NATO screening and budget 
control mechanism. Supreme commanders submit their requirements to the 
NATO standing group where they are screened from a strategic point of view to 
insure that they satisfy the basic military needs and also that there are no facili- 
ties included which could be deferred. The standing group forwards the screened 
program to the North Atlantic Council where it is further assessed to ascertain 
that the maximum use is made of existing civil or military facilities in each nation ; 
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to insure that the costs are the lowest possible and to inject every possible economy 
in the proposed program. Host nations, that is nations in which the construction 
is to take place, have the responsibilitv for execution of the program. They may 
not do so, however, before applying to the North Atlantic Council for specific per- 
mission to commit the funds necessary to execute any given project. To get such 
authorization they must submit detailed engineered cost estimates of the project 
which they are about to commence. Even after this screening the actions of 
nations are subject to an audit by an international board of auditors. Only with 
NATO approval may the countries commit funds to which the United States 
contributes. 

Legislative authority for the original United States participation in infra- 
structure was granted by section 521 of the Mutual Security Act of 1951. Under 
this authority the United States made contributions to the second and third 
slices in the amount of $220 million In addition to that sum, $140 million was 
made available in the military public works bill of 1952, making a total of $360 
million to be applied against a United States total expenditure of $521 million. 
This figure of $521 million includes the $470 million net United States contribution 
which I mentioned earlier plus $51 million which is recuired to augment the 
SHAPE standard airfields to bring them up to the USAF operational level and 
to provide logistical support facilities. 'The $51 million has been coupled with 
$50 million of Air Force money in order to make our United States Air Force 
units in Europe more effective and more efficient. Subtraction of the $360 
million in available funds from the $521 million total requirement means that there 
is needed an additional $161 million for infrastructure. The $151.3 million 
represents the agreed United States net share of the fourth slice, as determined 
at the recent Paris meeting of the North Atlantic Council. This amount, together 
with the contributions of the other nations will provide additional air bases, 
signals, jet fuel supply facilities, naval fleet bases, radar, and radio navigational 
aids. A total of $29.6 million is reauired to complete the United States con- 
tribution to the previous slices, including $20 million to cover price increases in 
the third slice. Cost estimates for that slice were fragmentary and rough when 
the program was originally agreed at Lisbon early in 1952 and, while the final 
engineered cost will not increase by 47 percent as was the case of the second 
slice, a total increase of about 17 percent can be anticipated. 

Conseouently, it is the proposal of the executive branch to utilize for NATO 
infrastructure approximately $180 million of the funds to be authorized in the 
bill under consideration. 

There is one other major point I want to mention. At the Council meeting in 
December General Ridgway made a special plea for a long term, businesslike 
basis for the planning of intrastructure. In April the North Atlantic Council 
considered the problem and, in order to provide a sound basis for both military 
and financial planning, Seerctarie Dulles, Wilson, Humphrey, and Mr. Stassen 
agreed, subject to legislative appropriation, to share the costs of a program to 
cover the vears 1954-56 which could run as much as $700 million. This will 
provide the basic infrastructure needed over a long term period for the forces 
under G neral Ridgwav’s and Admiral McCormick’s command. The United 
Stat2s contribution to this possible $700 million program would be, at the maxi- 
mum, $300 million or just under 43 percent. Tax relicf would reduce the United 
States payments to $264 million or about 38 percent of the total. In agreeing to 
participate, the United States made clear that contributions are dependent on 
legislative action to provide the necessary funds. The United States share of this 
amount is not before us for consideration or action this year, but will be in later 
years. The agreement further stipulates that funds must be obl.gated by June 30, 
1955. in order to qualifv under the agreement. If military infrastructure require- 
ments cannot be justified in relation to actual forces to be in being, the North 
Atlantic Council will, of course, not authorize expenditures from the $700 million 

In conclusion, I would like to state that we—Secretary Wilson, General Ridgway 
and everyone else concerned with the NATO program—are convinced that the 
United Stat:s is making a good investment in supporting NATO infrastructure. 
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STATUS OF INFRASTRUCTURE PROGRAMS 


Slices I through IV provide facilities for forces expected to be in being by end 
of 1954: 
More than 125 airfields programed. 
X usable in emergency now. 
X usable in emergency by end 1953. 
All completed by end 1954. 
Jet fuel pipelines and storage tanks: 
$90 million financing agreed in April 1953. 
Construction to be underway during summer 1954. 
Signals: 
X projects to be completed by end 1953. 
X projects to be completed by end 1954 or early 1955. 


INFRASTRUCTURE EXPENDITURES CONTROL SYSTEM 


1. Subordinate commanders, in consultation with host nations, submit costed 
requirements to supreme commanders. 

2. Supreme commanders screen, coordinate, consolidate requirements and 
submit to standing group. 

3. Standing group reviews programs as to military necessity and forwards 
militarily approved programs to the North Atlantic Council. 

1. North Atlantic Council screens programs to ensure the most economic use 
of funds available, including a review of cost estimates, as well as technical 
factors. 

5. North Atlantic Council agrees to execution annual program, within limits of 
financial resources agreed by nations. 

6. Nations may not commit funds until authorized by council agency on basis 
detailed engineered project costs submitted by nations. 

7. Council agency monitors costs to ensure expenditures are within ceilings 
established. 

8. Nations submit requests for reimbursement against work authorized and 
satisfactorily accomplished to NATO standards; payments made in accord finan- 
cial agreements. 

9. Infrastructure accounts are audited hy board of auditors. 


SCOPE OF PROGRAM 


Mr. Hatasy. What does this public works program include? It 
includes tactical airfields. ‘There are no strategic bases in this pro- 
eram—they are tactical airfields, on the continent of Europe pre- 
dominantly, second there are signal communications facilities, again 
predominantly on the continent of Europe, headquarters for war- 
time, operated oa a very austere basis, jet fuel storage tanks and 
pipelines, some few naval bases and some radar installations. The 
major portion is for airfields and jet fuel storage tanks and pipelines. 

Mr. Gary. Is SHAPE headquarters in that? 

Mr. Hatasy. No, sir, that is a separate NATO financed program 
that will come up at the end of this presentation under “ Miscellan- 
eous’’, but it is not in this. 

The second confusing word, Mr. Taber, is ‘‘slice.”” I think slice 
means one thing to you and another thing here. 

Mr. Taser. Well, you did not want us to forget the word. 

Mr. Hatabsy. The first annual slice on this secret chart means the 
first annual program comparable to a fiscal vear. In that first annual 
slice there were this many airfields, the number being secret. We 
have arranged this so that only the numbers are classified. Then, 
the second, there were additional airfields and in the third, there 
was a substantial buildup by this many more airfields. Then, the 
fourth, the slice which was recently approved has this many more 
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airfields included for a total of a rather large number of tactical 
airfields in western Europe. 

Now, what is the status of these airfield programs? Here it is. 
Already more than one-half are usable; this many are under con- 
struction and this many are on the way to being built. By the end of 
1954 almost all of the fields in the program, this number, will be 
completed. 

CONTRIBUTIONS 


How is the program financed is a key question in this picture. We 
have listed the contributions, by country, in dollar amounts and the 
percentage that they are financing. The total is $1,300 million 
worth of construction. The United States is providing about 41 
percent, which percentage includes some taxes which we do not pay, 
but which we are at the moment using in this figure. By a very hard- 
headed and effective negotiation we have succeeded in getting our 
allies to remit the taxes and to take them out of our portion. That 
reduces the net contribution by the United States under the first 4 
slices to about 36 percent. 

Mr. Forp. That will be 36 percent instead of 41 percent? 

Mr. Hauasy. Yes, sir; that is right. Here is a summary by annual 
increments of the slices by country, including the United States, by 
amount and percentage. Now, to go on in sequence here, we come to 
what these four slices provided, and this should be off the record. 

(Discussion off the record.) 

Perhaps you might have some questions on the map which I have 
just covered, and then we will go on to how we control the expenditure 
of these funds. 

Mr. Tarer. The picture seems to be a little confusing in this state- 
ment. There seems to be a setup with $478 million or $474 million—I 
do not know—to pay and yet the amount up at the top seems to be 
set out as $180 million. I do not know just what that means, but I 
would like to have you ell us. 

Mr. O’Hara. I can explain that. The details at the bottom of the 
page, Mr. Chairman, are for the whole program—the entire program 
which is covered by the fiscal years 1952, 1953, and 1954. The 1952 
was and the 1954 is proposed to be financed from this foreign-aid 
appropriation. ‘The appropriations made in fiscal year 1953 were as 
military public works, foreign areas, Office of the Secretary of Defense. 
That was an appropriation of $140 million. The total in the statement 
below is the distribution of that total available funding for Infra- 
structure projects and this $180 million is in this bill. The $180 
million is basically the requirement for, first, slight increases in cost 
from previous estimates in earlier slices and second, the fourth slice 
requirement. 

Mr. Taser. It is a completion of the job? 

Mr. O’Hara. No, sir. 

Mr. Hatasy. I am coming to that. We felt that we should, in this 
program of such great importance and magnitude, give you an idea 
where this thing is leading us. 


PAYMENT OF FOREIGN TAXES BY UNITED STATES 


Mr. ANDERSEN. You say you have hopes of getting these interested 
nations to waive our taxes? 





Mr. Hatasy. We not only have hopes, but we have the realization. 
They have agreed and we will not, when we make the final payments, 
pay any taxes. 

Mr. AnpersEN. I think it is the height of something or other to 
see this huge sum of money paid to France in the line of taxes on 
material we bring in there to aid them in their own defense. 

(Discussion off the record.) 

Mr. Forp. By using that procedure, by adding to their contribution 
the taxes they would have levied, in effect, are we not paying a per- 
centage of it? 

Mr. O’Hara. No, sir, Mr. Ford. What actually happens is that 
the countries first agree to a distribution of payment so much by each 
nation for the construction on these facilities that is, the multilateral 
action; then, by bilateral agreements which have been negotiated by 
our Government with each country, they present their bills to the 
international body for the total amount due, which includes the taxes 
as our share, and by our bilateral agreement with those countries we 
satisfy that payment by a payment of the amount billed, less the taxes 
that are computed as included ia that amount. They give us a separate 
statement showing the amount of taxes in that amount. 

Mr. Forp. You do not use the amount of taxes which they, in effect, 
absorb as a part of their contribution? 

Mr. O’Hara. That is correct. 

Mr. Taser. There is another thing which I cannot understand. 
You have up at the top a table which shows the details of infrastruc- 
ture contributions and net due, which totals $539 million and down 
below you have another table which has a final figure of $474 million. 
Now, what is the difference between the two setups? How much 
monev of the $180 million in this bill is for that particular purpose? 

Mr. O’Hara. Actually, the difference is $65,592,813 at the moment, 
There have been cost increases, The difference comes in the last two 
items, the line item, “USAF, NATO construction,” and the line item, 
“Contingent Reserve.” 

Mr. Taper. The line items “Contingent Reserve” and the United 
States Air Force, NATO, construction? 

Mr. O’Hara. Yes, sir. 


UNITED STATES AIR FORCE, NATO CONSTRUCTION 


Mr. Taser. I would like to know what that is. 

Mr. O’Hara. In calendar year 1951 the Air Force had requested 
of the Congress approval for a program for construction to provide 
facilities that the United States forces operating away from their home 
country would need. They are additional facilities that are standard 
operating requirements, United States Air Force, that are not within 
the SHAPE minimum standards which have been approved for inter- 
national financing for all airbases. At that time the Congress said 
that they would provide only partial financing for those added facil- 
ities; that the amount was to be determined at a later time. At that 
later time the immediate requirements for the operational facilities 
were provided by $51 million from this appropriation and $50 million 
which Air Force had in its public works overseas construction, which 
had been justified as their requirement for barracks and troop housing. 
At that time, as you may remember, Mr. Chairman, the Air Force 
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personnel who had been moved into that area were moved into tents— 
some of them in tents in the wintertime. Air Force provided that 
money to get the barracks construction underway to get the men 
under cover and out of the weather. This money was provided as a 
supplement to provide for the operational facilities that are United 
States Air Force requirements, in addition to NATO standards. 

(Discussion off the record.) 

Mr. Taser. Who does the construction work on these projects? 


EXPENDITURE CONTROL SYSTEM 


Mr. Hatasy. I think we have a chart here which we call Infrastruc- 
ture Expenditures Control System, Mr. Chairman, and with Colonel 
Elliott’s and Mr. Ernst’s help, I will run through that. 

The first step is for the commarders who are subordinate to the 
Supreme Allied Commander in Europe, who has been General Eisen- 
hower, now General Ridgway and soon, General Gruenther to submit 
their costed requirements. For example the Commander of the Air 
Force in the Central Front, General Norstad, in consultation with 
the French and Belgians and others, submits his requirements to 
the Supreme Commander. The same thing happens in SACLANT, 
which is another major command. The second step, the Supreme 
Commander—and let us use SHAPE—screens and pulls together 
and consolidates these requirements of the subordinate commanders 

that is the North, Center, and South—and submits them to the 
Standing Group here in Washington, which as you know, is composed 
of senior British, French, and American officers, and they go over 
these programs as to military necessity and they forward these mili- 
tarily approved programs to the North Atlantic Council in Paris. 
There is where the civilians take over step four and they screen the 
programs to insure that the most economical use of funds available 
is made. They review the cost estimates, as well as technical, en- 
gineering, and construction factors. I might point out that we have 
had some very able and senior personnel from American industry 
American Telephone & Telegraph, I believe, and Shell Oil and others 

because we really wanted to screen those programs hard. 

Mer. Taser. Who has done the engineering work on these projects? 

Mr. Ernst. Mr. Chairman, if I might answer that, the basic guide 
lines for constructio. are established by the Supreme Headquarters— 
that is by General Ridgway at the present time—and those are 
disseminated to the nations concerned who are responsible for 
constructing the projects which NATO has agreed are desired and 
needed militarily and is prepared to finance. The construction in 
each country can proceed with NATO money only after the country 
has gone before an International Committee, where there are 13 other 
nations looking over the shoulder of the claimant nation, and when 
the claimant nation has come in and demonstrated an engineered 
cost estimate—that is step six which is to the effect that nations 
may not commit funds until they are authorized by the Council on 
the basis of an engineered estimate—and those plans are reviewed 
by technicians of the caliber which Mr. Halaby has just mentioned. 
Our own United States people on these technical groups are from Shell 
Oil, from A. T. and T., Phillips Petroleum, and other top industrial 
organizations. Only after that has been gone through may the 
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countries proceed with the construction. It is finally a matter of 
NATO payment at such time as the country justifies again to the 
committee that it, in fact, has done what the committee authorized it 
to do, which is step 8. They monitor the program and, finally, the 
country appears before the committee and claims that it has done that 
which it undertook to do, and those accounts are still subject to one 
final check, which is an audit by an International Board of Auditors, 
on which the United States is represented. 

Mr. Taser. The engineers are a special group which is furnished 
in that way to do the construction work? 

Mr. Ernst. The actual construction is by the country in which the 
project is located. 

Mr. Hatany. The government of the country in which the job is 
going to be done hires a construction and engineering firm to do the 
job and they submit their proposals through the goverument to the 
NATO agency and only after a detailed engineering project is sub- 
mitted, does this Council agency in NATO okay it. Then the con- 
tract is actually let and the construction begins with local companies 
and local labor, and as they go along, the Council agency monitors 
that construction cost to insure that the programed payments and 
expenditures are within the ceiling and are O. K. ‘This program does 
not have any relation to the construction in North Africa which has 
received so much criticism. It is a completely separate program. 

(Discussion off the record.) 

Mr. Hauaspy. There was a very important report gotten out by 
the subcommittee of the House Committee on Foreign Affairs, I 
think, the Smith subcommittee. They have gone into this very 
carefully, based on a visit. It is entitled “Special Study Mission to 


Europe,” dated May 11, 1953. The committee was composed of 
Congressmen Lawrence Smith, William Prouty, Albert Morano, 
Marguerite Church, and Burr Harrison. 

Mr. Taser. Could you leave that with the staff? 

Mr. Hauasy. Yes. I think it is fair to say that their conclusion 
was this was a very useful, necessary, and proper program, and was 
proceeding favorably. 


DISTRIBUTION OF COST OF AIRFIELDS 


Mr. Taser. I wonder if you can give us an idea of what some of 
these airfields are costing. For instance, take one with a runway 
of 12,000 to 14,000 feet available for jet planes, heavy enough to 
carry one of the big planes; could you give us an idea on that? 

Mr. Hatasy. I am going to ask Colonel Elliott to respond to that 
question. These are the tactical airfields. 

Mr. Taser. The small ones? 

Mr. Hatasy. For the fighter bombers and fighter interceptors. 

Colonel Eiurorr. These airfields have an 8,000-foot runway; they 
will take the modern jet aircraft, the fighter type, the bomber type. 
They are not designed for, and we do not believe that they could 
absorb the heavy-bomber operations. 

(Off the record discussion.) 

Colonel E.tuiorr. The SHAPE provides the common-denominator 
fields, and anything above these minimums have to be provided by 
the country that is assigned the use of the base. The host country 
makes available to the NATO or SHAPE the real estate involved at 
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no cost. So that when you get down to the SHAPE field you would 
have the problem there of barracks, messing facilities and equipment 
to put the troops in. 

Mr. Hatasy. Does the host country contribute anything more than 
the real estate? 

Colonel Evuiiorr. Yes. 

Mr. Hatasy. They provide public utilities? 

Colonel Exurorr. Yes, they do; the host country brings the sewage 
service and water and electric service to the edge of the field, where it 
is taken from the edge of the field and developed. 

Mr. Davis. I think it should be pointed out, when we talk about 
certain additions being made, on these three bases, at least we are 
talking about contributions of more than as much again as what we 
originally thought. 

Colonel Exiiorr. Not quite. I would like to refer you to this page 
where it runs about $10 million. 

Mr. Davis. That is, the contribution runs about $10 million? 

Colonel Exuiorr. And in addition, above the $10 million an addi- 
tional $16 or $17 million, which gives a total of about $27 or $28 
million for a SHAPE standard based used by a United States unit. 

Mr. Hatasy. I think this demonstrates that we have got a broad 
check, and double-check, and probably a triple-check, and obviously 
we will get a check by your committee, and we want to give you any 
information that would be helpful on it. 

Mr. Forp. When they make contribution of real estate, is that 
contribution considered a part of the contribution to the program? 

Mr. Hatasy. No; the market value is not included in the contribu- 
tion, nor are the public utilities. 

I think it is important for the record to show that the land and 
public-utility contributions, free of charge, represent about 15 pereent 
of the total cost. 

Mr. Forp. When we get the figures on the Air Force program, is 
any part of the cost inclusive of real estate? 

Colonel Extiorr. No, sir. 

Mr. Hauasy. No; the additional Air Force cost does not relate to 
real estate. 

COST OF ADDITIONAL PROGRAM 


Mr. Chairman, I hate to bring up an unpleasant subject this late, 
but I do feel in good conscience, that we should indicate this to you, 
that we laid out very completely, and we are laying it out here for 
you as completely as we can, the fact that in the Apr ‘il meeting of the 
North Atlantic Council, with Secretary Dulles, Secretary Wilson, and 
Secretary Humphrey present—and I emphasize particularly Secre- 
tary Humphrey was there—Governor Stassen discussed with the 
other 13 NATO partners, where this thing was leading us. And in 
the process they agreed that this was absolutely essential, and this 
was in line with General Eisenhower’s last report, and General 
Ridgway’s current report, that this was essential and was worthwhile. 
Those four Cabinet. officers agreed that, subject to legislative author- 
ization and appropriation, the United States would pay the cost of 
additional programs to cover the years 1954, 1955, and 1956. 

This additional program could run as much as $700 million, and 
of course if it is to run that much after our engineering and all screen- 
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ing is done, the United States’ contribution would be, we think, a 
maximum of just around $300 million. 

This additional final slice is set forth on this chart [indicating]. It 
provides for additional air forces, naval bases, petroleum supply facili- 
ties, signal and training facilities. 

That estimate is extremely tentative, and the on is a broad esti- 
mate, prepared by General Ridgway and Admiral McCormack, but 
that gives you a rough idea of how this thing - ‘eds to be completed, 
and subject to congressional action, the four Cabinet members also 
explained that to the partners, and it was made absolutely clear that 
it would be subject to legislation, and I think everybody else under- 
stood, with their own parliaments in mind, that it was made subject 
to the same condition. 

We are not here asking you for any action on the final slice this 
year, but we do feel obliged to explain candidly to you that this is 
another $700 million on top of the $1.3 billion that is aready in the 
mill. It is for the $1.3 billion that we are asking $180 million additional 
for fiscal year 1954. 

I think in conclusion that we should state that Secretary Wilson, 
General Ridgway, and everyone else concerned with the program, 
and it stems back to General Eisenhower’s own position, are con- 
vinced that this makes a good investment, and that providing around 
36 percent of the cost of this is essential and necessary. 

We will try to answer any questions, and we will submit any addi- 
tional data for the record that the committee may wish. 

Mr. Taner. Any further questions on this point? 


DEVELOPMENT OF 1954 BUDGET 


Mr. Davis. I am trying to figure out the basis for the $180 million 
estimate. 

Mr. Hatasy. Very well; we will break that down. I wonder if I 
could just give the statement for the record, and perhaps Mr. Davis 
could stay for a moment. 

Mr. Taper. Very well; go ahead, tell us what you can. 

Mr. Hauasy. The total money made available to date is $360 
million for this program. That comes out of the mutual security 
program; and the military public works bill, about $140 million. 

Mr. Davis. Is that $51 million you speak about included in the 
$220 million? 

Mr. Hatasy. It is included here—— 

Mr. Taser. The $220 million was in 1952 

Mr. Davis. That really was not NAT oe" 

Mr. Havasy. That is right. That is United States Air Force 
above the common standard. The total made available, the total 
cost here, $470 million, of which we get $220 million MDAP and 
$140 million for public works, together with the $180 million equals 
the total needed, including the $51 million for Air Force. 

Mr. Davis. Yes. 

Mr. Harasy. From the Air Force and the MDAP we get the 
$220 million, and from public works in 1953, we get $140 million, for a 
total of $360 million. 

Mr. Davis. Yes. 

Mr. Hauasy. The total need is $520 million. Subtracting the 
$360 million you get the $180 million which we request. 
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Mr. Davis. I cannot quite follow you. 
slice yet allotted, then, is it? 

Mr. Hatasy. Which? 

Mr. Davis. That $180 million. 

Mr. Harasy. This $180 million is to cover our part of this fourth 
slice, plus some cost of engineering changes that have raised the price 
of the previous slice. 

Mr. Taser. Is the $14,592,813 contingency reserve? 

Mr. O’Hara. Yes; there is a possible likelihood of changes in the 
previous price on earlier construction. It is the engineering cost esti- 
mate changes, Mr. Davis, amounting to approximately $20 million. 

Mr. Hauasy. That is this $20 million (indicating)? 

Mr. O’Hara. Actually, that is the amount of the earlier approved 
prices, since the April figures were put on the chart, when the charts 
were furnished to the Committee on Foreign Affairs, there have been 
some relatively minor adjustments of costs in connection with the 
construction already taking place, which have increased the amount 
due on that construction by approximately $4 million. 

Mr. Davis. As far as I can see that $539,756 ,469 sum just happens 
to be a coincidence; so far as the items that appear to be shown here— 
the addition of the 3 figures, $220 million, $140 million, and $180 
million. 

Mr. O'Hara. Actually the contingency as originally planned for 
this estimate, Mr. Davis, was $20 million. 

Mi. Davis. You have $6 million of other taxes on that? 

Mr. O’Hara. No. 

Mr. Hauasy. That leaves the net— 

Mr. O’Hara. The total including taxes, Mr. Davis—the United 
States pays no tax—and the $584,815,941, with the taxes deducted 
from that of $59 million brings it down to $524, and adding back 
the 14 plus contingency reserves makes the $539 figure. 

Mr. Hatasy. Am I correct, Mr. O’Hara, in saying that this cost of 
engineering changes in the third slice of $20 million was an estimate 
we made back in May or April, when we got ready to go before the 
authorizing committee, and that since that time two things have 
happened, one, that has come down to this contingency reserve here, 
and that the $160 million has gone up due to some increases in the 
actual bill submitted to NATO? 

Mr. O’Hara. That is correct. 

Mr. Hauasy. Mr. Davis, returning to this contingency reserve: 
This $14,592,000 is our best estimate. We cannot guarantee it will 
be more or be less. 

Mr. Davis. How do I get from the $474,163,656 shown as the net 
amount due from the United States 

Mr. Hatasy. In contribution to countries? 

Mr. Davis. In coutribution to countries. How do I get from that 
figure of $540 million, which represents the three total contributions of 
the United States, including this $180 million? 

Mr. O’Hara. The $474 million does not include the United States 
Air Force construction above NATO standard, a total of $51 million, 
which is on the fourth line, Mr. Taber, immediately above the one you 
are looking at. 


Mr. Davis. Is this a legitimate use of construction under the 
NATO program? 


That is not included in any 
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Mr. O’Hara. It is United States cost of construction for our 
NATO forces, and was financed out of the funds contributed as 
indicated in this lower table, but that is the United States payment 
of the cost of providing the United States forces for NATO. 

Mr. Davis. For facilities in excess of NATO standards? 

Mr. O’Hara. And for requirements of United States forces. Then 
finally, the contingency reserve; that is, these two items are included 
here [indicating]. The $65 million is the difference between the item 
of $539 million and $474, approximately. 

Mr. Hatasy. Could I ask the acting chairman a question concerning 
certain statements which I filed, statements by General Bradley 
and Admiral Radford and General Ridgway, which I understand 
were accepted in the record, but I want to ask the clerk to be sure that 
each member of the committee gets a set of these statements, so that 
if he wishes to use them on the floor, they would be available. That 
is the only one of these sets that we have distributed, and I feel 
obliged to these officers to see that they are made available to the 
committee. 

Mr. Davis. Were they accepted for the record in full? 

Mr. Forp. Yes, they were. 

As I understand it on this infrastructure item, the funds you request 
in fiscal 1954 will take care of everything which you now have actually 
planned? 

Mr. Hauapy. That is right. 

Mr. Forp. The additional $700 million is purely tentative and 
would come after the fiscal year 1955 and thereafter? 

Mr. Hauasy. That is right. 

Mr. Forp. If the full amount were given here for this program that 
would completely take care of your present plan for the NATO 
program? 

Mr. Hauasy. Yes. 

Mr. O’Hara. Subject to one thing, Mr. Chairman, that I think 
has to be made clear, and that is that this is a very massive construc- 
tion program, and this contingency item, which shows up in this 
United States chart, is actually 3 percent of the total value of the 
program, and that the progress on the program is somewhat less than 
50 percent of said construction completed, and with that much re- 
maining construction, that represents a very small amount to have to 
cover the adjustments in price. We hope that prices will be down, 
but on construction recently we cannot guarantee it. 

Mr. Forp. The program is to be financed, assuming the 1954 fiscal 
funds? 

Mr. O’Hara. Yes. 


COMPLETION OF CONSTRUCTION 


Mr. Forp. When do you actually expect to have construction 
completed? 

Mr. Hatasy. That was on one of the charts, probably not in as 
much detail as you may want it, but it shows almost all of the figures. 
The airfields will be completed for use by the end of 1954. 

Mr. Forp. Calendar 1954? 

Mr. Havasy. Yes. 
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Mr. Forp. Most of the other construction would be in the following 
years, calendar year 1954 and 1955? 

Mr. Hauasy. Calendar 1955. I wonder if I might just correct one 
impression that I gave, that of this additional final slice would have 
to come in fiscal year 1955. It could be stretched out over an even 
longer period than that. It is highly tentative; no one knows how 
long it will be. 

Mr. Davis. Should it not be clear that when you are talking about 
the authorizing legislation, actually, as far as NATO facilities are con- 
cerned, that is under treaties that we have made, and they are now 
beyond the control of the Congress. NATO organization decides 
where the bases are going to be, and presents the bills to the NATO 
organization as such, does it not? 

Mr. Haxapsy. In the first instance, we are part of the NATO organi- 
zation: we have our officers and representatives there, and we also 
have some American citizens who are employed by the NATO inter- 
national staff, and we have a very strong influence in the development 
of the program. 

Secondly, we only undertake a study of the program, consider 
them, and present them to our legislative authority, telling them what 
we think is our proper share and our proper contribution, after 
screening, which is very rigorous, and only after that do we say go 
ahead and do it and present us the bill. And even at that point we 
have another man who represents all of the agencies, who can say 
that it is just out of the question, that we will not pay that much for 
that construction. 

Then you have the NATO versus the ones who are saying what is 
right. 

Mr. Davis. Except this, in speaking of this further commitment, 
in the sense that Mr. Ford’s question was asking about it, when you 
get the answer as to who has the authority for each of these NATO 
bases, individually, it is NATO. 

Mr. Murpnuy. Of course, we can reject them; we do not have to 
agree, and they will not be approved. 

Mr. Hatany. Mr. Chairman, we feel that we have covered the 
European military program, the offshore procurement and facilities 
equipment, and some of the infrastructures, and as I understand it, 
you want us to take up the miscellaneous item next? 

Mr. Taser. If chat is the way you wish to present it, very well. 

Mr. Ounty. I think we can complete with the miscellaneous item in 
about three-quarters of an hour. 





NATO InTERNATIONAL MiILiTaRyY HEADQUARTERS 


WepDNEsDAY, JuLy 8, 1953. 

Mr. Taser. The committee will come to order. 

Mr. Outy. Mr. Chairman, there are a few odds and ends that we 
would like to finish up that come out of the funds for military assistance 
that we have been discussing in connection with Europe. 

They include contributions, other than those in infrastructure which 
we discussed yesterday: the North Atlantic Treaty Organization, the 
so-called escapee program, and the expenses of operating tne Mutual 
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Defense Assistance Control Act which is commonly known as the 
Battle Act. It starts out on page I-12. 

Mr. Taser. All right, let us proceed. 

Mr. Onty. Mr. O’Hara will take up the first two items. 

Mr. TAaBeEr. a have here NATO—International Military Head- 
quarters for $8,536,000. What is that, and why? 

Mr. O’Hara. "The North Atlantic Treaty Organization, by agree- 
ment, has committed certain forces to the mutual defense of this area, 
and those forces are set up under two major commands. One of those 
is the Supreme Headquarters Allied Powers, Europe, which is familiarly 
known as SHAPE which is headed now by General Ridgway, to which 
General Gruenther will succeed as supreme commander. 

Mr. Taser. What is this amount for, the operation of the head- 
quarters? 

Mr. O’Hara. Yes, sir. 

Mr. Taner. What does this consist of? 

Mr. O’Hara,. This also includes the capital cost of the construction 
of the headquarter’s buildings and the construction of signal facilities, 
and the command communications set up for that headquarters. 

There is also included in this estimate the expenses of the Supreme 
Allied Command Atlantic, headed by Admiral McCormack, who is 
at present located at Norfolk. 

Mr. ANDERSEN. Off the record. 

(Discussion off the record.) 

Mr. Taser. Can you give us a breakdown of the $8 million? I do 
not see anything in the justifications that tells us anything about it. 

Mr. O’Hara. Sir, the method of computing the requirement for 
the supreme headquarters, these two supreme headquarters, is by 
annual budgets, which are on a calendar year basis. Those total 
budgets are then divided in accordance with our required contribu- 
tions to them on our fiscal years. 

Mr. Taner. Yes, but what is the money for? 

Mr. O’Hara. The operation of the headquarters. 

Mr. Taser. I know that. But bow much money is there, how many 
employees do they have, how much ot it is for materiels, and how 
much is for construction? There is no use in our having anything on 
it unless it is going to be intelligible, and that kind of a statement 
does not do us any good. 

Mr. O’Hara. 0: the total amount of their calendar year budgets—— 

M1. Taser (interposing) What is the total amount; that is what I 
want. 

Mr. O’Hara. Their calendar year budgets for the calendar year 
1952 amounted to $33,402,202 for SHAPE. 

Mr. Taser. What is that for? 

Mr. O’Hara. Of that, $11,084,860 was for operational costs. 

Mr. Taser. $11,084,860? 

Mr. O’Hara. That is right, sir. That is for operational costs; 
$22,317,342 was for capital costs. 

Mr. Taner. That is for 1952? 

Mr. O’Hara. Yes, sir. 

Mr. Taper. All right; how much did the United States pay of that? 

Mr. O’Hara. The United States paid toward the calendar year 
1951 budget a total contribution of MSA appropriations of $4,769,826, 
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and fiom the appropriations to the Office of the Secretary of Defense 
a total of $1,713,000. 

Mr. Taser. What appropriation in the Department of Defense? 

Mr. O’Hara. Contingencies, Office of the Secretary of Defense 
for the fiscal year 1951. : 

Mr. Taser. All right. 

Mr. O’Hara. In the calendar year 1953 the total budget for 
SHAPE and subordinate commands was $17,308,894. 

Mr. Taser. Why do you not give this material so that we can 
see it? It just takes us twice as long to operate. I do not know why 
you have done it that way. Go ahead, we will see you through, as 
long as we are started. 

Mr. O'Hara. Of which the operational costs are $12,470,168, and 
the capital costs are $4,838,726, and for this estimate to compute 
the cost of the United States contribution required in the fiscal year 
1954 it has been assumed that that rate will continue in the calendar 
year 1954. 

The budget year for these headquarters on a calendar-year basis 
actually is presented as an estimate in December of the preceding 
calendar year, and at that time the representatives of each of the 
NATO countries review that budget. There is a Military Budget 
Committee which makes that review. 

Mr. Taper. And how much of that $17 million did the United 
States pay in 1953? 

Mr. O’Hara. The United States of that total in 1952 and 1953 
has paid as contributions, or will pay, from a combination of both the 
fiscal year 1953 and fiscal year 19: 54 appropriations $13,757,893. 

Mr. Taser. That was paid out of what? 

Mr. O’Hara. Out of appropriations for the mutual security 
program in the fiscal year 1953. 

Mr. Taser. We will have to pay how much? 

Mr. O’Hara. We will pay out of the calendar year 1952 budget and 
part of the calendar year 1953 budget a total amount of $13,757,893. 

Mr. Taser. We will pay that out of the $17 million? 

Mr. O’Hara. No, sir, out of the combined total of the two years. 

Mr. Taser. You mean that we should subtract the total of this 
to get $13 million, and to find out what the 1953 figure is we must 
add the two figures that are given for 1952 and substract it from 
the $13 million; is that the idea? 1 want to find out something about 
this, but I cannot. 

Mr. O’Hara. Well, sir, I can give you the total as to the share of 
the calendar year 1952 budget, part of which is paid from 1952 funds, 
and part of which is paid from 1953 funds, because it is a calendar 
year, not a fiscal year budget. The total shown here is $12,536,000, 
against $33,402,202 in the calendar year 1952 budget. 

Mr. Taser. You told me a little while back that the United States 
contribution toward the 1952 budget was $4,769,826, plus $1,713,000, 
or a total of about $6,482,826. Now, there is some difference between 
those figures. 

Mr. O’Hara. I am sorry, sir. I thought I had said that was from 
fiscal year 1952 funds. I was starting to give the fiscal year 1953, and 
I was asked a further question at that time. 
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Mr. Taser. Out of the 1952 funds we paid this $6,482,826; is that 
it? 

Mr. O’Hara. Out of the fiscal year 1952 funds. 

Mr. Taper. Is that correct? 

Mr. O’Hara. I should like to make a completely correct statement. 

Mr. Taper. I wonder if we had not better get these figures together 
before we take this matter up. Weare going to be a half a day on this, 
and we ought not to be 30 minutes. 

I think you better get your figures together before we proceed with 
this particular item. I want to find out something about it and know 
what it is about, and we are not getting it; it is not clear. You ought 
to have a statement that you could give us that would show what this is 
so that we could understand it. I think we better pass this up for the 
time being. 

Mr. Ounty. Would you get up a statement, providing a copy for 
each member, which can be available for them, setting forth those 
things, and then we can take up the other matters at this time? 

Mr. Gary. Put them both on a calendar-year basis or put them 
both on a fiscal-year basis. It seems to me the trouble is that you 
have one operating on a calendar-year basis and the other on a fiscal- 
year basis, and it is difficult to compare the two. That is the diffi- 
culty. 

Mr. Taser. But you do not have the figures together in such 
shape that we can tell anything about it. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Taser. I want to see what you spend the money for. I want 
to know the number of employees you have, what you pay them, 
and what other things you have that are chargeable to this appro- 
priation, so that we can have some idea of what it is about. Maybe 
it will not do any good, but we have to know something about it 
before we approve the money. 

Mr. Gary. And the total cost and our contribution toward the 
total cost. 

Mr. Taser. Surely. We have to have that in shape so that it 
will be clear. 

Mr. O’Hara. I take it, Mr. Chairman, that it would be adequate 
for the purpose to use the calendar year budget period and then use 
as an added factor the distribution of that total expense by fiscal year. 

Mr. Taser. If you show the contributions of the United States by 
fiscal years | would say yes. The difficulty is it comes out of two 
or more appropriations, so we have no way of checking and analyzing 
the matter. 

Mr. O’Hara. Only prior to the time when the act provided for the 
support of those headquarters through mutual-security funds was 
any contribution made from any other source, Mr. Chairman. That 
was prior to the time of the enactment of the Mutual Security Act. 

Mr. Taser. We will suspend on this particular item until you get 
that material ready. 

Mr. Onty. I suggest, Mr. Chairman, that the same situation 
probably obtains in respect to those next two items; and we will, in 
those cases, get before you summary statements that you can follow. 
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ConrroL Act EXPENSES 


Therefore, I would suggest that we skip the other two items on 

that page and come back to them later, and move on to Control Act 
expenses. They appear on page I-13. 
* You will recall, as a preliminary to Mr. Murphy’s statement, that 
the Mutual Defense Assistance Control Act, commonly known as the 
sattle Act, which relates to East-West trade, contains a provision in 
it which states that the expenses of operating that act shall come out 
of the funds of Title I—Military Assistance. We show this item, 
therefore, as part of the mutual-security budget, and Mr. Murphy 
will speak to that item. 

Mr. Murpuy. Mr. Chairman, as Mr. Ohly has said, this estimate 
is based on Public Law 213, which is called the Mutual Defense 
Assistance Control Act, which prescribes that the money to finance 
this activity shall come from funds appropriated pursuant to the 
Mutual Defense Assistance Act of 1949, as amended. 

Mr. Taser. What do they do? 

Mr. Murpuy. We have Mr. Hansen here, who is Assistant Deputy 
Administrator of that activity, Mr. Chairman, and he can speak 
better on that subject than I, and if you would like to hear something 
about the substance of this he can tell you. 


PURPOSE OF APPROPRIATION 


Mr. Taser. I would like to know what this is for. 

Mr. Strassen. This is to control the flow of trade, of the movement 
of strategic materiais, to the Soviet. That is the basic mission, to 
stop the flow of strategic goods to them. 

Mr. Taser. Tell us what they do under this operation. 

Mr. Hansen. In this operation we carry out the act in coordinat- 
ing the efforts and activities of Government agencies in the control 
of the movement of these materials to the Soviet. This is related to 
the trade of foreign countries with the Soviet bloc, and does not 
relate to domestic goods going from the United States. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Hansen. We have an organization, which is just a small 
one, within the Office of Director for Mutual Security, eS coordinate 
the activities of approximately 12 agencies within the Government 

This activity relates to the control of the materials designated in 
the act such as atomic-energy items or armament and ammunition, 
plus primary strategic items which would be of some value to the war 
potential of the Soviet bloc. In addition, we control other items which 
are of secondary strategic importance. 

The major purpose is to attempt, wherever possible, to diminish 
the rate of increase of war potential within the Soviet bloc by bringing 
about control of the trade of foreign countries with the Soviet bloc. 

Mr. Taner. Do we bear the whole expense of this operation? 


ADMINISTRATIVE EXPENSES 
Mr. Hansen. No, sir. All of the countries participating cooperate 


in the program, but this is our own administrative expense that we 
pay for under this appropriation. 
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Mr. Taner. What are they? 

Mr. Murpuy. The amount of $1,078,000 estimated for 1954. 

Mr. Taner. I see that you had $849,000 for the last fiscal year. 

Mr. Murpny. Yes, sir. 

Mr. Taser. What did that represent, and what was done with the 
$849,000? 

Mr. Murpny. Of the $849,000, $700,084 consisted of 104.4 man- 
years. 

Mr. Taner. Do you have a statement there which will tell what 
that was? 

Mr. Murepny. I have a paper which I can give you to insert in the 
record which gives by class the breakdown of this expense. 

Mr. Taner. | wonder if we could see that? 

Mr. Murpny. Yes, sir. 

Unfortunately, I] do not have 12 copies to pass around to the mem- 
bers of the committee, but I have a copy which I can pass over to you 

Mr. Taner. Do you have two copies so that I can give one to the 
minority? 

Mr. Murpny. Yes, sir. 

As you can see, Mr. Chairman, the $849,000 consists of 104.4 
man-vyears at $700,084; $109,382 for travel; $20,000 for printing and 
reproduction; $19,720 for other contractual services; and $600 for 
tax assessments. 

Mr. Taner. What do these 104 people do? Does that 104 include 
anv local people? 

Mr. Murpny. Yes, sir; that includes $187,056 in loeal currency 
dollar equivalent during the fiscal year 1953. 

Mr. Taner. And you are planning on an enlarged program? 

Mr. Murpuy. No, sir. The fiscal year 1954 estimate represents 
merely the annualization of the 1953 cost. 

You will note, Mr. Chairman, that in the fiscal year 1952 the costs 
were less than $100,000. The program was just getting underway 
toward the end of the fiscal year 1952. The act was passed in October. 


DISTRIBUTION OF PERSONNEL 


Mr. Taser. Where are these people who are involved in this 
activity? 

Mr. Murpny. There are some in Mr. Stassen’s immediate office, 
headed by Armiral De Lany, who is the Deputy Director for Adminis- 
tration of the Battle Act. 

The total in the fiscal year 1953 in man-years in that office was 15.1. 

Mr. Taper. You mean here in Washington? 

Mr. Murpuy. Yes, sir; that is, in Mr. Stassen’s office in Washington. 

Mr. Taser. Fifteen people? 

Mr, Murpuy. That is correct, sir. 

Mr. Taser. And they drew about what? 

Mr. Murpnuy. They drew $109,341, sir. 

In addition, sir, in the Mutual Security Agency there were 10.2 
man-years at a cost of $59,150. 

Mr. Taser. Where were they? 

Mr: Murrnuy. They were in the Mutual Security Agency here in 
Washington. , 

Mr. Taner. Both of these groups were here in Washington? 
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Mr. Murpny. Yes, sir 
Now, the Mutual Security Agency also had overseas 7.4 man-years 
of permanent personnel at a cost of $54,093. 

Mr. ANDERSEN. Give that last figure again, please. 

Mr. Murpuy. $54,093. 

Mr. Taser. That is overseas? 

Mr. Murpny. Yes, sir; that is overseas. 

The State Department in Washington had 14.5 man-years at a 
cost of $85,645. 

Mr. ANpERSEN. That is the State Department here? 

Mr. Murpny. Yes, sir, here in Washington, sir. 

Mr. Anpersen. And the total, please? 

Mr. Murpuy. $85,645. The State Department had overseas, in 
addition, 10.4 man-years at a cost of $61,837. 

Mr. TasBer. How much? 

Mr. Murpuy. $61,837, and the next agency is the Defense De- 
partment which had 8.1 man-years here in Washington at a cost of 
$58,700. 

Mr. Rooney. What does that make the total overseas, about 17 
man-years? 

Mr. Murpny. The total overseas, I believe, sir, is 22.6 man-years. 

Mr. Gary. Yes, plus two re imbursable det at 

Mr. Murpuy. Yes, plus two reimbursable details. 

Mr. Taser. How many did the Defense Department have over- 
seas? 

Mr. Murpny. None, sir. 

Mr. Taser. None? 

Mr. Murpny. No, sir. 

Mr. Taser. The total overseas was 22? 

Mr. Murpny. 22.6 man-years regular employment, plus 2 man- 
years on reimbursable details. 

Mr. ANDERSEN. That is in addition? 

Mr. Murpny. Yes, sir. 

Mr. Taser. In addition to what you have given us? 

Mr. Murpny. Yes, sir. 

Mr. Taser. And you have 22 gross besides? 

Mr. Murpny. No, sir, I gave you 22 gross in MSA 

Mr. Roonry. MSA has 7.4 overseas, and the State Department 
has 10.4. 

Mr. Taser. That makes 17.8. They have 22 actually, and it does 
not show them. 

Mer. AnpersEN. Off the record. 

(Discussion off the record.) 

Mr. Taser. Where do you get the reimbursable people? What 
does that mean? 

Mr. Murpnuy. This is four people that we have working on this 
act, people from other agencies where we have to pay their salaries. 
We get their services on a part time basis. 

Mr. Taser. These are people from, say, the Commerce Department, 
or something like that? 

Mr. Murpny. Yes, sir, which we must reimburse those agencies 
for on a part-time basis. 

Mr. Taser. And you have how many of those? 
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Mr. Murpuy. We had 3.4 man-years of that type in 1953, Mr. 
Chairman. The 22.6 that Mr. Gary was referring to is the 1954 
figure for overseas. 

Mr. Taper. You are stating your number overseas? 

Mr. Murpuy. The reimbursable details, I believe, decrease to 2.0 
overseas, and the man-years will go up to 20 from 17.4, 

Mr. Gary. 22.6 man-years? 

Mr. Murpay. Yes, sir. 


ACTIVITIES OF PERSONNEL IN WASHINGTON 


Mr. Taser. What can all of these people here in Washington be 
doing on the control of exports to Russia? I do not mean that I 
would not like to seem them controlled, but I cannot understand 
what these people could be doing in Washington. 

Mr. Hansen. I should like to speak on that, Mr. Chairman. 

First of all, the act prescribes that we must determine those items 
which are of strategic importance to the Soviet bloc. 

This is an international operation, and it calls for the collation, 
study, and analysis of all sorts of facts, political, economic, and 
military in this connection. The work involved in carrying on that 
enormous job of trying to classify the commodities whic h go ‘from any 
free country in the world to the Soviet bloc is quite large. It must 
be kept current if we are going to keep abreast of developments of 
the war potential of the Soviet bloc and deny those commodities 
which would enhance that war potential. We have quite a difficult 
job here studying and analyzing the trade of approximately 59 different 
free-world countries and of studying within that category over 600 
major items of strategic value which are moved in trade throughout 
the world. 

It involves not only the following of those items in terms of their 
value to the Soviet block when they arrive in those countries, but 
it is also very important that we have information for current enforce- 
ment activities. 

When we make agreements with other countries in which activity 
a large number of our people are engaged, we must then follow through 
to determine whether or not there is a violation of those rules or agree- 
ments, or if, in some way, we may contribute to the stoppage of that 
trade with the Soviet-bloc countries. 

The major activities which are taking place are by and large deter- 
mining various facts with relation to strategic materials and their 
value to the Soviet-bloc countries. 

Quite a large number of the people who are called for in this organi- 
zation are studying the trade statistics and analyzing the current 
situations for each individual country as far as violations of the Battle 
Act may be concerned, and as far as increasing their enforcement 
activities are concerned. 

In almost all of the agencies we have reimbursed them for the work 
of their experts in order to get the value of the additional “expertize”’ 
which they have in this area. 

Mr. Taser. “Expertize”’; what is that? 

Mr. Hansen. That is merely a term I guess, of my own coinage. 

Mr. Taser. When you use terms like that you will have to tell us 
what they mean. 
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Mr. Hansen. They are experts in their own right, Mr. Chairman, 
in various technical phase s of this program. One phase of the prob- 
lem related to funds is whether or not we should hire additional experts 
to work on these problems or utilize those who had obtained compe- 
tence on the subyec t ia the agencies already existing. 

Mr. Roonry. The Office of International Trade in the Department 
of Commerce does similar work. 

Mr. Hansen. There is quite a basic difference insofar as the Office 
of International Trade is concerned. It traces domestic exports from 
the United States to all parts of the world iacluding those of the 
Soviet bloc. 

Mr. Rooney. Do they not follow exports after they arrive in the 
foreign country, and are they not engaged in checking up on them to 
see that those exports on arrival ia the forei ‘ign country are not then 
delivered behind the Iron Curtain? 

Mr. Hansen. That is correct, as far as United States origin goods 
are concerned; yes, sir. 

Mr. Gary. This is to see that they do not send duck feathers from 
Holland and Finland. 

Mr. ANDERSEN. Let us take the case of steel rails which ace manu- 
factured ia Britain. 

Mr. Hansen. Yes, sir. 

Mr. ANpERSEN. There may be some doubt as to their final port of 
destination. Just what steps do you take in a situation of that kind? 

Mr. Hansen. The steps which we would take are first of all, to 
ascertain if the British had done this; and we would ascertain then 
from an accurate end-use check as to whether or not the rails in going 
to another western country were going to a bona fide receiver, a 
reliable firm, a firm which had not traded illegally with the Soviet bloc. 
If they had been in much closer relation with eastern trade than they 
appeared to be or should be, or were agents of the Soviets, then our 
people in the missions upon being alerted of this shipment would 
attempt by whatever means possible to stop it. It would mean 
possibly they would go in to the other government and ask them 
overtly did you receive these rails, and have you issued an import 
license or certificate for receiving them to a firm which is reliable. 
In every case we would ask our intelligence people to try to determine 
whether delivery took place, and as to whether or not there were 
diversions of the rails to a Soviet bloc trading or purchasing agent. 

Mr. AnpeRSEN. And if you find such diversion what happens? 

Mr. Hansen. If we find such diversion we would ascertain first, was 
there any permission by the British or by any other country enroute 
for the export of those rails to the Soviet bloc. If that is the case then 
it becomes a question under title I of the Battle Act because most steel 
rails are primary strategic material. Then, it is a question of deter- 
mining whether or not aid to the United Kingdom should be termi- 
nated, and we must report to the Congress and this committee and 
five other committees as to that determination. 

Mr. Forp. How and where are you alerted? 

Mr. Hansen. In most cases, depending on the nature of the trans- 
action, if there is something irregular about the transaction the first 
knowledge we would receive of it normally would come through 
the intelligence services probably right away. Later on, usually on a 
monthly basis, we review the exports of primary strategic materials 
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from these countries to other countries. We might pick it up then 
and find that the item had not gone to the place intended. Then it 
would be a case of investigating after the fact. 

Mr. Taser. | wonder if you could give us an illustration of what 
you have done as to some particular item that you have stopped from 
getting into the Soviet. 

Mr. Hansen. Yes, sir. May I give you one good example? 

Mr. Taser. If you want it off the record I do not object. 

Mr. Hansen. | would appreciate it for the reason that this is a 
current case. 

(Discussion off the record.) 

Mr. Srassen. I think, in this matter of worldwide control of these 
movements of strategic goods, with a very small staff they are doing 
quite a job. One of the reasons | feel so is that through this kind of 
black-market operation the Soviet is trying to get some of these 
critical materials, being willing to pay up as high as 40 or 50 times the 
regular commercial price. You know they are pretty desperately 
short and that you are pretty well chopping off their source. They 
are paying terrific prices. So, while there is always a great problem in 
this matter of control, I believe that quite a job has been done in 
clamping down on the most critica! kind of materials that the Soviets 
want. 

Mr. Taser. Does the materiel which they get come from the 
United States, or is it mostly materiel from abroad? 

Mr. Hansen. The greatest problem is what they buy in other 
countries. The Office of International Trade controls the United 
States exports and this office is essentially involved in the movement 
from other countries to the Soviet bloc and in watching these trans- 
shipments deals. You also have to watch to see that a United States 
shipment does not go to another country and get transshipped on, or 
that the other country uses the United States goods and thereby 
releases shipment of their own goods. 

Mr. Taser. Why would they need so many employees? 

Mr. Strassen. I feel that for the total work they are doing they 
actually have a small number of employees, considering that they 
watch the trade going on among 59 countries of the free world, with 
15 Soviet-area countries. Watching that situation and moving in on 
these problems is really quite a job. 

Mr. Taper. The gentleman has given us the number of positions 
which are anticipated. I have added them up and get 72.3 

Mr. Murpuy. I have not finished, sir. I had one other to tell 
you about. 

Mr. Taser. You have another agency? 

Mr. Murphy. Yes, sir; I have the Department of Commerce which 
had 32.3 positions at a cost of $169,695. 

Mr. Taper. Are they in the Export Control Board? 

Mr. Murphy. Yes, sir; but they assist this administration in the 
overseas operations, too. 

Mr. Taper. What kind of cooperation do you receive on this 
program from the British? 

Mr. Hansen. We get very good cooperation. I might say that 
their cooperation in most of these areas is ve ry key, because they have 
one of the major dependencies on trade with the Soviet bloc. They 
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are continuously setting forth new embargo controls and proposals 
that they feel would be effective and necessary. 


TRADE WITH CHINA 


Mr. Taser. On June 13 there appeared in the Nippon Times, 
which I suppose is published in Tokyo, an article entitled ‘Inter- 
national Race Seen for Red China Markets.”’ 

The article reads as follows: 

LONDON (n international battle for the China market is under way today 
and some observers think that even the United States soon may be drawn in. 
The latest shot in the battle is the departure from London of some 20 Briti-h 
industrialists and businessmen for Peiping to discuss trade prospects with Red 
China. The British team’s departure follows the negotiaticn of a $56 million 
trade pact between Red China and France. The British Board of Trade said 
the United States business world is showing keen interest in developments with 
signs of joining in the race. It said that recently 40 American businessmen 
representing the Detroit Board of Commerce had called at Hongkong to study 
conditions for investing capital and doing more business with Asia, including 
ted China. 

The British group bound for Peiping inciudes representatives of some of Brit- 
ain’s best known engineering firms and is headed by Lord Boyd Orr, who once 
was chief of the United States-sponsored Food and Agriculture Organization. 
It is acting on an invitation from Chinese Communist authorities. 

Britain and other allied nations have banned the flow of strategic goods to 
all Cummunist countries, particularly to Red China, after she joined the Korean 
fight. 

That is rather alarming, to say the least. 

Mr. Hansen. May I comment on the report? 

Mr. Taser. I would like to know what you have to say about it. 

Mr. Hansen. In the first place, the British trade delegation to 
China is similar to that which occurred previously in regard to the 
Moscow Economic Conference which was sponsored by the Soviets. 
This group went without the endorsement of the British Government 
in that they did not sponsor the trip in any way whatsoever. They 
went without any official Government recognition, but they did go. 

Mr. Taser. Did they go with passports? 

Mr. Hansen. They went with passports; yes, sir. 

Mr. Taser. They did let them go, knowing they were going to 
Peiping? 

Mr. Hansen. Yes, sir. 

Mr. Taser. That would almost be sponsoring it. I do not believe 
our Government would give people such passports. 

Mr. Hansen. No, sir, not in China, but we have given passports 
as | understand it to people to go to the Soviet countries for various 
conferences. But, by and large, the British have taken the position 
that since these are not official representatives and since they are only 
businessmen, they would be subject to British Government control 
as to what’ they ship, and that there is no great harm in that. This 
group has gone to China and has done approximately what the 
previous group which went to the Moscow Economic Conference 
did. They signed a so-called trade agreement, which was not a trade 
agreement in actual fact. It was only an understanding that if they 
were allowed to trade to this amount in these items, they would very 
much like to have that trade. The result of the previous mission 
such as this, has been that wherever they were going to carry on non- 
strategic trade with the Soviet bloc and the British Government 





wished them to do it in return for the goods which they might receive 
it was allowed. Inno case would this be true where strategic material 
was involved. In no case were they allowed to consummate trans- 
— which would result in strategic goods going to the Soviet bloc. 

» far as the Detroit Chamber of Commerce group is concerned, 
hee were looking to trade with Hong Kong and other areas but not 
trade with Communist China, and also to satisfy themselves that our 
controls were generally working and that our aims were not being 
frustrated. 

I talked last week in Manila to the economic officer from our con- 
sulate in Hong Kong who had talked to the Detroit group when they 
were there and he says they are not interested in China trade and 
were not there for that purpose. 


TOTAL POSITIONS, 1958 AND 1954 
Mr. ANDERSEN. What does the total of those positions add up to? 

Mr. Murpny. The total of the positions for fiscal year 1953 would 
add up to 98.0 for regular positions. In addition there were 6.4 man- 
years of reimbursable details which involved part-time employees, 
and which gives you a grand total of 104.4 man-years for fiscal year 
1953. 

Mr. ANDERSEN. In what particular category do you intend to 
expand under your request for 1954? 

Mr. Murpuy. Well, actually it is not an expansion, but it is a 
contraction. While the number of man-years will go up for fiscal 
year 1954 to 113.8 at a cost of $725,351 for regular employment and 
5.6 parttime, making a grand total of 119.4 man-years, which would 
involve part-time and reimbursable details. That 1epresents really 
an annualization of the 1953 rate. ‘The number o! positions author- 
ized for fiscal year 1954 actually will be decreased by 15. These 
people have been coming op the payroll during fiscal ) ear 1953 and the 
increase in 1954 is merely a full- veal payroll for those people rather 
than a part year for which we had to obligate. 

Mr. AnpprsEeN, Will fiscal year 1954 be the first full-year em- 
ployment of these people? 

Mr. Murpny. Yes, sir; it will be and of the total of $1,078,000 
which we are asking, $840,065 is for salary of those people. 

Mr. ANDERSEN. How many high-paid men do you have in this 
particular branch? By that 1 mean grade 15 and above? 

Mr. Murpuy. Well we have a staffing pattern here for the people 
in Mr. Stassen’s immediate office. There are 5 grade 15’s, in addition 
to 2 exempt positions at the grade 16 salary level, and 1 statutory 
position provided by the Mutual Defense Assistance Control Act and 
which is also an exempt position, In the Mutual Security Agency 
there is 1 grade 15. 

Mr. ANpERSEN. How does it affect you abroad? 

Mr. Murpeny. I was coming to the question of those abroad. 
Abroad, we have the Foreign Service schedule and there is 1 FSR 
grade 1 and 1 Foreign Service staff officer class 2, his salary is $9,200 
in MSA that is, in the special representative office, which now has 
become the United States regional office. The highest grade of any 
job in the missions is the Foreign Service staff officer class 4, at a 
salary of $8,600 per year. 

Mr. Anpersen. Thank you. 








SHIPMENTS TO SOVIET BLOC 


Mr. Fenton. Outside of that case which you just cited, do you 
find many other violations of the Battle Act? 

Mr. Hansen. We do not find many violations of the Battle Act 
in that sense except of course of a technical violation. That is, 
knowing permission of a shipment by other countries. There is, 
however, a volume of illegal trade which is moving to the Soviet 
bloc and we are continuously attempting to diminish that. As 
Governor Stassen just stated, one of the best signs that we are being 
more successful in that program than before is the exorbitant price 
which the Soviet and satellite countries are having to pay, and the 
extreme lengths to which the Soviets and their various purchasing 
agents will go in attempting to procure the material. We are working 
on the major loopholes which we have observed in this trade, which 
is transit trade by and large. 

Mr. Taser. You feel that transit trade is one of the major loop- 
holes? 

Mr. Hansen. Yes, sir, that is trade which may be diverted between 
a country of origin and a country of destination when it has to go 
through two other countries or free ports. That is the biggest 
loophole which we have. 

Mr. Taser. You mean it is shipments by boat which have to go to 
other countries before reaching the point of destination? 

Mr. Hansen. A typical example would be a shipment, let us say, 
of steel sheets from Italy which is consigned to some point in Germany. 
It may go by way of boat to Rotterdam and at Rotterdam the owner 
of the cargo may say, ‘‘I would like this transshipped instead to France.” 
Upon its consignment to France and its reaching there he would say 
[ would like it reconsigned by way of Switzerland. He may then say he 
would like it reconsigned to Czechoslovakia. The difficulty of keep- 
ing these shipments under control is very great. We do have agree- 
ments with other countries to safeguard this, whereby both the 
country of origin and the country of destination will team together to 
assure that the goods do go directly from one country to the other 
without its being diverted. That is our ICDV system on which we 
have laid a great deal of stress and we are perfecting it. 

(Discussion off the record.) 

Mr. Fenton. Have you any way of knowing how much of this 
strategic material gets through to Russia? 

Mr. HANSEN. The actual amounts, sir, of primary strategic mate- 
rial which got through in the 1952 calendar year for which the figures 
are complete was about $5.8 million. Now, this was out of a total 
free-world trade of $1.4 billion of total trade with the Soviet bloc. 
As you can see, percentagewise, that is very small and if you compare 
$5.8 million with any factory installation in the United States you 
can imagine the actual increment which it was to Soviet war potential. 
F or all of these items, there were shipments of value received in return. 

On the secondary items the shipments were greater; but on the 
whole, what was received in return was roughly balanced out. For 
1953, we expect the figures will probably be around the same level on 
primary strategic shipments, and largely, will be composed of primary 
strategic materiels that were prior commitments. That problem has 
been the one which has given us the most difficulty. It is not a 
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reflection on our present control activity but it is really a throwback 
to previous trade agreements enacted even before this country went 
into a control program abroad which started in 1948 and 1949. 

Mr. Frenron. I think it is a very worthwhile program and it is a 
fine piece of legislation. 

I believe you stated that we are going to get a report on the 
materials that get through? 

Mr. Hansen. Yes, sir; that is required by the law. As soon as the 
President makes a determination, he is required under title I of the 
act to furnish to six committees of the Congress, including this com- 
mittee, a full unclassified report or a classified report, if that is re- 
quired. 

Mr. Corron. Do you check on all non-Communist countries re- 
gardless of whether they are in one of these international organizations 
such as NATO or not and regardless of whether we are extending any 
aid to them or not? 

Mr. Hansen. Yes, sir; under title III of the act the President is 
directed to extend the invitation to all other free-world countries to 
cooperate with us in this program, and we have been in negotiations 
with every free country in the world for which there is any concern 
whatsoever. In regard to some of the smaller kingdoms, such as 
minor Arab kingdoms, we have not discussed this with them, as there 
is no problem there. 


COOPERATION FROM OTHER FREE COUNTRIES 


Mr. Corron. I gathered from the tone of your answers to Dr. 
Fenton that in ne arly all cases you are reasonably satisfied with the 
cooperation you receive from the other countries? 

Mr. Hansen. Yes, sir. We must determine it either by agreement 
with them or de facto observation. 

Mr. Corron. But you are satisfied? 

Mr. Hansen. Yes, sir. 

Mr. Corron. I want to get this clear: If you discover or determine 
in your own mind that strategic material X is being shipped from 
free country A to Soviet-dominated country B, your first recourse is 
to take it up with the government of country A and try to get action 
to prevent the continuance of this trade? 

Mr. Hansen. Yes, sir. 

Mr. Corron. And if under the terms of the Battle Act you do not 
secure satisfactory cooperation from that government, then you make 
that fact known to the President and to the Congress and to Governor 
Stassen with the idea that some action may be taken to withhold 
aid from this country if it is receiving such aid? 

Mr. Hansen. Yes, sir. Under title Il of the act, if a country 
refuses to cooperate in the program, which is broader than whether 
they cooperate on the shipment of listed primary strategic materials, 
Governor Stassen recommends action to the President. 

Mr. Corron. During the history of our mutual security aid in its 
present form, in how many instances has there been any aid withheld 
under the Battle Act by reason of such activities? 

Mr. Hansen. None, sir. 

Mr. Corron. In how many instances have you been compelled to 
submit reports which might have led to withholding aid? 
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Mr. Hansen. I am afraid that offhand I could not give you the 
answer, but in 1952 there were approximately six exceptions granted 
by President Truman under the terms of the act and those were cases 
which required his determination as to whether aid should be cut off. 
This year, we are in the process of submitting reports on those cases 
following January 20 where such determination will have to be made. 
Most of those cases are again instances where prior commitments 
are involved, and Governor Stassen will be acting on them shortly. 

Mr. Gary. They are mostly prior-commitment cases? 

Mr. Hansen. Yes, sir. 

Mr. Gary. As I understand this situation, shortly after the Mar- 
shall plan was adopted, the Department of Commerce set up controls 
to prevent anyone in the United States from shipping goods into 
Communist territory? 

Mr. Hansen. Yes, sir. 

Mr. Gary. Those controls have been in effect for some time? 

Mr. Hansen. That is right. 

Mr. Gary. And then the complaint was made that we were not 
permitting our people to ship goods in, but our allies were shipping 
such goods? 

Mr. Hansen. Yes, sir. 

Mr. Gary. And Congress by a very large majority—I think prob- 
ably unanimously—adopted the Battle Act which was designed to 
induce other countries not to trade with the Communists? 

Mr. Hansen. Yes, sir; not to trade in strategic materials. 

Mr. Gary. And your organization has been set up to implement 
that act? 

Mr. Hansen. Yes, sir. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 


CARE AND" MAINTENANCE OF ESCAPEES 


Mr. Taser. The next item is the care and maintenance of escapees. 

Mr. Ouxy. This program arises from a provision in the Mutual 
Security Act which provides that not to exceed $100 million, of the 
money appropriated for military assistance in Europe, may be utilized 
to assist people who escape from behind the Iron Curtain either to 
organize them into military forces in support of the North Atlantic 
Treaty Organization or for other purposes. 

If you will look at page I-14, you will see that it is divided into two 
parts, 

Part 1, which Mr. Warren at my side, from the State Department, 
will justify, and which is shown at the top of the page with a consider- 
able amount of detail, amounts to $9,540,000. Part 2 in the amount 
of $24,560,000, which appears at the bottom of the page, has been 
withdrawn. Before proceeding with Mr. Warren, I would like to state 
that the executive branch is withdrawing the request on the $24,- 
560,000, and it need not be considered further by this committee. 

(Discussion off the record.) 

Mr. Taser. Mr. Warren, would you proceed? 

Mr. Warren. Mr. Chairman, the escapee program was undertaken 
about a year ago in an effort to improve the conditions in which these 
more recent arrivals from behind the Iron Curtain are received in the 
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free countries of Europe, Germany, Austria, Italy, Trieste, Greece, 
and Turkey. 

Prior to the inception of the program the conditions in the camps 
where these people were received were pretty bad. There was general 
widespread public criticism of the way they were received and the 
Soviet Government was making extensive propaganda use of the 
situation, and many of these people were returning to the Iron 
Curtain countries. 

Under the program we have attempted to assist in improving the 
camps themselves. All of this is in supplementation to what the 
countries themselves are doing and what the voluntary agencies are 
doing. We have attempted to clean up the camps, to improve their 
physical condition, to provide clothing and medical care and dental 
care and to assist them to get visas to other countries or to get settled 
where they are. 

During the course of the year, up to June 30, we have assisted in 
one manner or another over 20,000 persons. About 5,000 of those 
have beer assisted to get visas and go abroad and about 16,000 
remained in Kurope awaiting some disposition. 

We have greatly improved the situation with a comparatively 
small amount of money. The morale among the escapees is much 
higher, but we have not been able to cover all of the escapees. 

When I speak of 20,000, I want to point out that since the end of 
the war over 100,000 or more—we do not know exactly how many 
have come out from the Iron Curtain countries, and we are dealing 
with the residue that has not yet moved on. So, you might assume 
that over 80,000 have already gone op to other countries for re- 
settlement. We deal with those who remain and who constitute the 
immediete problem. 


EXTENSION OF PROGRAM TO FAR EAST 


In 1954, the next fiscal year, we hope to extend the coverage of 
the people we will assist in Europe and to extend the program to 
the Far East where similar conditions prevail, in that there are 
escapees coming out from Communist China, chiefly to Hong Kong. 
There is a situation there where American interests are similarly 
involved just as they are in Europe. 

The assistance which we are giving to these people is only given 
after they are thoroughly screened, and in that we have the full 
cooperation of all the American, German, Austrian, Greek, Italian, 
Trieste security agencies. We think that a great deal has been accom- 
plished. 

What I started to say a moment ago was that a good deal of material 
is developed out of this program which is of enormous value to the 
Voice of America and Radio Free Europe and all the other free agencies 
that are engaged in the propaganda efforts of this Government. 

More conspicuousiy, When the Czech Government attacked the 
United States under this very amendment in the General Assembly of 
the United Nations earlier this year in New York, Senator Lodge 
was able to answer their charge very effectively out of the material 
which the escapee program provided. He secured an overwhelming 
vote in rejection of the Czech charges against the United States. 

Mr. Taser. What were the charges? 


8 














176 


Mr. Warren. The charges were that we were under this Kersten 
amendment conducting subversive operations inside the Icon Curtain 
countries. 

I think, Mr. Chairman, that covers my general statement. 

I have a brief statement which I could insert in the record which 
elaborates on what I have just said. 

(The matter referred to is as follows:) 


EscAPEE PROGRAM 


The escapee program had its inception under the authority of the Kersten 
amendment (sec. 101 (a) (1) of the Mutual Security Act of 1951). On March 
22, 1952, the President approved the use of funds for this plan which provided 
for supplemental care and assistance in resettlement for certain escapees from 
behind the Iron Curtain who had been granted asylum in Western Europe and 
this decision was communicated to the chairmen of the appropriate committees 
of the Congress. The Office of the Director for Mutual Security authorized a 
total of $4.3 million in appropriated dollars and approximately $2 million in local 
currency for this purpose. This authorization has since been reduced by $715,000 
to comply with the President’s economy program as outlined in the Budget 
Bureau letter of February 3, 1953. 

In approximately | year of operation, the program has achieved substantial 
results at a minimum cost to the Government. Activities are being carried on 
in each of the major countries of first asylum benefiting over 20,000 escapees. 
Improved facilities of initial reception have been provided and camps and living 
conditions are being improved. Food and clothing are being furnished to sup- 
plement that provided by the local governments and by voluntary agencies. 
Medical and dental services are provided to improve the health of escapees and 
to remove disabilities which prevent resettlement. Miscellaneous small amenities 
are provided to raise the morale of the escapees who have fled from demoralizing 
conditions and who face an uncertain future. 

Major attention is devoted to assisting escapees to resettle in countries where 
they ean achieve self-dependence and live under normal conditions in a free 
society. To this end vocational and language-training programs are undertaken 
to qualify the eseapees for resettlement and counseling and visa-documentation 
programs are provided to further process escapees for resettlement. All escapees 
are screened for security in cooperation with other United States agencies to 
assure that all persons given assistance are bona fide anti-Communists and other- 
wise qualify for United States help. Any person who does not pass the security 
screening is declared ineligible for aid under the program and other necessary 
action is taken by the appropriate security agencies and the local governments. 
The program also contributes a part of the cost of moving escapees to their 
countries of resettlement. As a result of these efforts, at the end of Mav 1953 
1,709 persons had been resettled or were awaiting immediate transportation. 
United States assistance in these activities is essential because, although the local 
governments spend large amounts in bearing the major cost of caring for escapees, 
the governments have not been able to provide the level of assistance necessary 
to meet the political and psychological problems involved. United States par- 
ticipation has also been greatly assisted by the efforts of the several American 
and international voluntary agencies which carry out most of the United States 
program under contractual arrangements and which already have large staffs 
engaged in refugee and escapee assistance. Thus, with relatively small United 
States Government staffs, the program has directly brought about a marked 
improvement in the conditions of asylum and opportunities for resettlement 
offered escapees and has also stimulated increased contributions to the welfare 
of this group by local government authorities and by the voluntary agencies. 

These benefits to those who have escaped do not and are not designed to encour- 
age additional persons to flee from behind the Iron Curtain. However, the escapee 
program does give positive evidence of the announced friendship.and concern of 
the United States for the people of the Communist-dominated countries and offsets 
Soviet propaganda efforts to the contrary. 

The escapee program proposes for fiscal year 1954 (1) to expand the present 
European program; (2) to initiate limited programs in the Near and Far East to 
meet needs not now being met. The total obligational authority required is 
$9,540,000, which includes local currency requirements and program direction 
costs. Of this total, approximately $2,225,000 of local currencies can be utilized. 
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CONTINUATION OF PRESENT PROGRAM 


Continuation of the present program in Europe is essential to maintain and 
enlarge the progress which has been made. It is planned to continue the same 
general type of operation now being carried on, but to expand somewhat eligibility 
under the program. At present, eligibility is granted to recently arrived nationals 
of Russia, the Baltic States, Poland, Albania, Czechoslovakia, Hungary, Rumania, 
and Bulgaria, but is withheld from certain groups such as the Greek ethnic escapees 
from Rumania. In fiscal year 1954 it is proposed to expand this eligibility to 
certain other groups which it would be in the national interest to assist. ; 


ACTIVITIES IN THE NEAR AND FAR EAST 


It is proposed to extend the activities of the escapee program on a limited basis 
to assist anti-Communist escapees from Soviet Central Asia and mainland China. 
During a period when substantial sums were being applied to the care and resettle- 
ment of refugees in Europe, little attention has been given to similar problems 
in the Far East. This neglect has been true in the case of escapees from com- 
munism. In recognition of the vast proportions of the problem in fhese areas, 
and consistent with the agreed purposes of the escapee program, it is planned to 
limit assistance to groups or individuals where such assistance will facilitate the 
achievement of United States objectives. Two modest projects have been 
initiated in this area in the current fiscal year under the authority of section 
303 (a) of the Mutual Defense Assistance Act of 1949, as amended. It is proposed 
to undertake a larger program in 1954, which however will be only a token effort 
in terms of the vast size of the total problem in the Far East. 

The cost of this program to the United States is relatively small when related 
to the importance of the foreign policy issues involved. The escapee program is 
fundamental to such basic United States objectives in Europe as the promotion 
of the overall defense and stability of free Europe and the securing for the free 
world of the friendship of the enslaved populations behind the Iron Curtain. 
These objectives are a distinct and recognized threat to the Soviet efforts to bring 
about conditions in the free European countries conducive to political tension and 
disintegration and to shut off the captive populations from all knowledge of or 
friendship with the free world. The success of the escapee program in furthering 
the United States objectives is demonstrated by the persistent efforts of the 
Soviet and satellite powers to discredit the program. 


Mr. Ounty. I might add, Mr. Chairman, that in part III, page 158, 
there is a description of this program. 

Mr. Taser. I think you might put in the record that part of the 
justifications which has to do with this particular program, and delete 
any information which you consider to be classified. 

(The matter referred to follows:) 


EscaPEE PROGRAM 


The escapee program proposes in fiscal year 1954 (a) to continue and enlarge its 
current activities concerned with improving the conditions of reception and care 
and opportunities for permanent resettlement on behalf of bona fide recent 
escapees from communism in Europe; and (b) to extend the geographic area of 
operations by limited projects in the Middle and Far East. 

Since the inception of the program 1 year ago, substantial results have been 
achieved at a minimum cost to the Government. In Europe, care and mainte- 
nance activities are carried on in each of the major countries of first asylum, bene- 
fiting approximately 15,000 escapees through the provision of supplemental food, 
clothing, shelter, medical, and dental care, sanitary facilities and amenity sup- 
plies. Resettlement is promoted by documentation, training, counseling, and 
similar services performed in Europe, immigration opportunity searches under- 
taken in countries of resettlement, and the provision of funds for transportation 
of escapees qualifying for movement. By these methods 4,709 escapees had been 
resettled or were awaiting passage by June 1, 1953. United States assistance has 
direetly brought about a marked-improvement in the conditions of asylum and 
opportunities for resettlement offered escapees, and has also stimulated increased 
interest and contribution in this regard by local government authorities and 
voluntary agencies. The program has provided useful material for United States 
psychological and information programs. It has refuted Soviet propaganda which 
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has in the past exploited inadequate conditions and the general neglect which 
greeted escapees on their arrival in the free world, and provided a basis for success- 
ful rebuttal in the General Assembly of Czechoslovak charges of subversion under 
the Mutual Security Act. 

In fiscal year 1954 a gross total of $9,540,000 is required for planned escapee- 
program operations. A planned goal of 12,000 escapees will be resettled over- 
seas from Europe during the vear. At a per capita cost of $250 this phase -of 
operations will amount to $3 million. Supplementary care and maintenance 
will be provided to an average escapee population of 28,000 at a per capita cost 
of $180, requiring $5,040,000. Estimates for fiscal year 1954 are based on ex- 
perience factors developed during the year in which the program has operated, 
and reflect a relatively greater emphasis on resettlement rather than maintenance 
activity. 

Program activities were extended on a limited basis to south Asia and the Far 
Fast during the year under the authority of section 303 (a) of the Mutual Defense 
Assistance Act of 1949, as amended. Some 300 Kazakh refugees from Sinkiang 
Province who escaped to Kashmir are being assisted either to resettle in rural 
Kashmir or,to move onward to Turkey. These activities serve United States 
national objectives by demonstrating continuing friendship and concern for the 
peoples under Communist rule. In fiscal year 1954 it is proposed to expand these 
activities along similar lines under section 101 (a) (1) of the Mutual Security Act 
of 1951, as amended, requiring a total of $1,500,000. 

Program activities are carried on under carefully developed contractual arrange- 
ments with the several private voluntary agencies active in refugee assistance and 
resettlement work; under this arrangement the United States Government staff 
is kept to the minimum necessary for program direction and to assure effective 
utilization of resources. 


SCREENING OF ESCAPEES BROUGHT TO THE UNITED STATES 


Mr. Taser. What screening process do these people go through 
before they are brought here? 

Mr. Warren. The: “xy are screened not only by the American security 
agencies operating in the area, but also by the German, Austrian 
Italian, Trieste, and other military authorities. They get very close 
screening by the governments themselves and by the American 
agencies. 

Mr. Strassen. These are not necessarily brought into the United 
States. 

Mr. Taper. No; but out of the 4,700 in 1953 down to the 31st of 
May, 3,669 were brought here. 

Mr. Onty. They came in under the Displaced Persons Act, one 
section of which is still in effect until the 30th of June 1954. It is 
the so-called Three-C case. 

Mr. Taper. Yes; but were they thoroughly screened? 

Mr. Warren. They were thoroughly screened under the Security 
Act. In fact, we do not assist any that have not been thoroughly 
screened. 

Mr. ANnpmRSEN. Do they take precedence over the regular immi- 
gration quota? 

Mr. Warren. No; they are handled concurrently with the regular 
immigration applicants. 

Mr. Gary. Would these people be included in the 240,000 refugees 
that the President has recommended we permit to enter this country? 

Mr. Warren. They are very much the same group. 

Mr. Gary. The President has recommended a bill to permit 240, 000 
refugees into the United States. Would that include escapees? 

Mr. WarREN. Some of these; yes, sir. 

Mr. Gary. They would be a part of that group? 

Mr. WarreEN. Yes, sir. 
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Mr. Gary. In other words you would classify refugees and escapees 
together? 

Mr. WarrREN. Yes, sir. The group which we have covered here, or 
the group which has come out since January 1, 1948, is comprised 
mestly of Poles, Czechs, Hungarians, Rumanians, and so forth. 


COST PER PERSON 


Mr. ANDERSEN. | note it costs approximately $300 per person to 
take care of these escapees on an average. 

Mr. WarrEN. Our experience is that where a person is assisted to 
be resettled in some other country it costs about $250 a person. 

Mr. AnpERSEN. How much of that $250 is represented by our per- 
sonnel working in their bebalf or by a direct grant to them? 

Mr. Warren. Noneofthat. That is apart from the administration. 

Mr. ANDERSEN. That is apart from the administration? 

Mr. Warren. Yes, sir. About $125 of that goes into all sorts of 
visa processing, health examinations, health treatment, and so forth, 
in order to prepare them to qualify for visas, vocational training, 
language training, and so forth. About $125 is for transportation. 


SIZE OF OFFICE FORCE 


Mr. ANDERSEN. How large a force do you have working in connec- 
tion with the processing of these people? 

Mr. WarreEN. We have a force, I think, of 53 Americans and 33 
foreign. The expenses of that are included in the budget for ad- 
ministrative expenses as a whole, which we will come to later. 

Mr. ANpgersEN. That is not before us now? 

Mr. Murpny. No, sir; it is not in this $9 million figure you are 
looking at. 

Mr. Gary. What is the difference between a refugee and an escapee? 

Mr. Warren. The term “escapee” is applied more frequently to 
the people who have come out more recently. Among the Germans, 
for instance, the minority Germans that were transferred under the 
Potsdam agreement are known as expellees and the people who are 
coming into West Berlin now are known as German refugees. The 
term “escapee”’ is applied more frequently to the non-Germans that 
are coming in, and they are coming in at the rate of about 400 a month 
into Germany, Austria, Greece, Italy, Trieste, and Turkey. 


COST PER PERSON 


Mr. Taser. You told Mr. Andersen it was costing about $250 each 
to bring them over, On the other hand, when you divide the 4,709 
into the $3,410,000, you get a cost there, over all, of over $700. 

Mr. Warren. In 1954, Mr. Taber, we expect we will move out 
12,000 instead of this other number. 

Mr. Taser. If you divide 4,709 into $3,410,000 you get a little 
over $700. 

Mr. Outy. The 4,709, Mr. Chairman, is a summation of escapees 
who have already departed for other countries or were awaiting 
departure on May 31, 1953. 

Mr. Taser. That is right, but they are the ones who were moved. 
The others were evidently not moved. 
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Mr. Warren. The others were assisted in various ways with 
clothing and supplementary food. We estimated that that form of 
expense averages about $180 a year per person. 

Mr. ANDERSEN. Now, you are referring to the balance of approxi- 
mately 10,000 people who were not moved? 

Mr. Warren. Yes, sir. We expect, Mr. Chairman, to cover a 
larger group in 1954. We expect that we will assist in one manner or 
another a group of approximately 32,000 during the course of 1954, 
with an average population under care in any 1 month of about 28,000, 
because they are coming in at the rate of 400 a month. We hope to 
get them out at the rate of about 1,000 a month and this $3 million 
figure for resettlement would cover an estimated 12,000. 

Mr. Taser. What about these Far Eastern people? Can you tell 
us about them? 

Mr. Warren. In the Far East, we have only started in a very small 
way up to date under other funds. 

Mr. Taser. Are those mostly Chinese? 

Mr. Warren. Off the record. 


(Discussion off the record.) 
GERMAN REFUGEES 


Mr. Fenton. The figures with reference to the escapees do not 
gibe with what we have been hearing about. I thought there were 
thousands coming in each week. 

Mr. Warren. Those are German refugees; they were coming over 
the border at the rate of about 1,000 a day, and it ran up to 3,000 in 
an individual day. The German refugees, the German nationals, 
are being cared for by the German Government. This program does 
not cover that group at all. 

Mr. Fenron. How do you segregate them? 

Mr. Warren. They would be covered by—— 

Mr. Taser. They would be covered by a different setup. 

Mr. Warren. Yes. We did assist that group with funds for 1953, 
as an emergency measure, out of funds for 1953. That was before 
they had gotten the facilities organized. And we did that by a 
special decision, allotting $300,000 out of the escapee fund, shifted to 
provide some furniture and equipment to take care of those coming 
in that group. 

That was a one-time grant. It was cleared by all the agencies. 
And it was an enormous help in a very critical time when there was 
no other means by which the United States could assist them. It 
was in addition to the assistance that we gave in organizing the airlift 
out of Berlin, but that group is not covered by this program. 

Mr. Fenton. How did you distinguish between the groups? 

Mr. Warren. The distinction is that one group is German, and the 
other non-German. 


CONTRIBUTIONS BY OTHER FREE COUNTRIES 


Mr. ANDERSEN. Do the other nations take an interest in this par- 
ticular item? Are they now contributing anything to it at all? 

Mr. Warren. The Governments, particularly Germany, Austria, 
Italy, Trieste, Greece, and Turkey are spending on this group about 
double what we are spending. 
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Mr. ANpERSEN. Do they have different people coming in? 

Mr. WarreEN. Yes. You see, most of these people come over the 
border, through mine fields and barbed wire and all of that sort of 
thing. 

Mr. Gary. Do you figure there will be any increase in this program 
by reason of the present conditions behind the Iron Curtain? 

Mr. Warren. We do not anticipate any, because the borders are 
so tightly held, and are so tightly guarded. It is purely amazing that 
the number of 400 can get out, by the guards, at the border. 

Mr. Gary. You do not think the unrest behind the Iron Curtain 
will increase this? 

Mr. WarrEN. I do not believe so. 

Mr. Forp. I would like to ask you what percentage—and you can 
answer this either on or off the record—of the people who are eligible, 
when you screen them you consider ineligible? 

(Discussion off the record.) 


NUMBER OF PERSONNEL EMPLOYED 


Mr. Taser. How many people do you have operating this setup? 

Mr. Warren. We have, | think a total of 88. There are 56 Amer- 
icans and 33 locals for a total of 89, as the exact figure. 

Mr. Taser. This is all overseas? 

Mr. Warren. No. Of that there are 10 in the United States. 

Mr. Taper. Ten in the United States. 

Mr. Warren. Yes; 10 in the United States, 12 in Austria; 20 in 
meee: 5 in Greece; 3 In Italy; 2 in Switzerland; 3 in Trieste, and 

in Turke “V. 

Mr. Taser. How much money is involved? 

Mr. Outry. That is included in the administrative expense estimate 
I think it comes to about $900,000. 

Mr. Taser. Does it increase for 1954? 

Mr. Murpuy. There will be an increase in man-years, but that will 
be mainly because it will represent a full year’s employment rather 
than a partial year’s employment. 

Mr. Outy. Mr. Chairman, that concludes the coverage of the ac- 
tivities under the military assistance funds for Europe, with the 
exception of three items we skipped earlier this morning, and we will 
come back with adequate statements on those. 


Near East Anp AFRICA 


We would like to turn now to the section on military assistance 
program, which relates to the Near East and Africa, beginning at 
page II-37 of the book, and the relevant reference in part II of the 
book at page 41, covering Iran. 

Mr. Taper. You do not have anything for Egypt? 

Mr. Onty. If I may first introduce Mr. Byroade and Mr. Gardiner 
of the State Department. 

The military consists of four principal items; first Greece, second, 
Turkey, and both Greece and Turkey were covered in the presenta- 
tation yesterday; the third item is Iran, and the fourth item is $100 
million which includes this estimate for military assistance in areas 
in the Middle East, other than Greece, Turkey, and Iran. 
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You will hear first Mr. Byroade, and then General Stewart will 
describe the program for Iran. 

The only detail in part II is detail on Iran. There is no detail in 
this book covering the $100 million for countries in the Middle East, 
other than Greece, Turkey, and Iran. That will be described to 
you by Mr. Byroade, Assistant Secretary of State of Near Eastern 
Affairs, and by General Stewart. 

Mr. Byroapr. Mr. Chairman, I have a prepared statement. 

Mr. Taser. Is there any reason why this cannot be in the record? 

Mr. Byroapr. No. 

Mr. Taser. Proceed with your statement. 


GENERAL STATEMENT ON PART OF THE STATE DEPARTMENT 


Mr. Byroapg. The executive branch plans programs of military 
aid to the Near East and Africa of approximately $430 million in the 
fiscal year 1954. However, as will be explained by representatives 
of the Defense Department, the new appropriations requested are 
substantially less than this amount, because of savings carried over 
from the last fiscal year. Of the total of $430 million, about $330 
million are intended for Greece, Turkey, and Iran and the remaining 
$100 million for other countries of the area. 

The sum earmarked for Greece, Turkey, and Iran is needed to 
carry on established programs which have been under way for a 
number of years and which have repeatedly demonstrated their value. 
The Governments of both Greece and Turkey are strongly anti- 
Communist and have demonstrated their will to resist Communist 
aggression. Their forces in Korea have shown first-class fighting 
qualities. The steady buildup of military strength in Greece and 
Turkey has had a remarkable stabilizing effect in ‘Southeast E urope. 
The de ‘velopment of the Greek-Turkish-Yugoslav military under- 
standing is in part an outgrowth of this incre ased stre ngth, and con- 
tributes further to stability in the area. Both Greece and Turkey, 
whose defense efforts are proportionately among the highest in the 
West, have already established the full number of units needed to 
meet NATO force goals, and funds requested for these countries for 
fiscal 1954 will be used to assist in making these units more effective. 
The program in [ran has been designed primarily to strengthen forces 
for internal security purposes and this will continue to be the objec- 
tive in 1954. The armed forces in Iran have exercised an important 
stabilizing influence and they should be further strengthened. 

[ wish principally to discuss the $100 million requested for the other 
countries of the Near East and Africa, where there are no established 
programs, and to explain in some detail why we attach such importance 
to this request. 

In his report to the country on his recent trip through the Middle 
East, Secretary Dulles said, “The situation calls for urgent concern.”’ 
Given its strategic position and its enormous oil reserves, this area 
must be considered of critical importance in the struggle between 
the free world and the Soviets. It is an area which has attracted 
Russian imperial ambitions for centuries. And we have documen- 
tary proof in the captured records of the Russian-Nazi negotiations 
of 1940—if such proof is needed —that ‘Soviet territorial aspirations 
center in the direction of the Indian Ocean and the Persian Gulf.’ 
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Under present circumstances, the area is poorly prepared to resist 
these designs. From Turkey to the east and the south there is little 
effective indigenous military strength. The peoples of the area are 
poverty stricken. Most of the states have known independence for 
only a brief period. They remember vividly the humility of colonial 
status, and their exaggerated fear of anything which recalls this status 
troubles their relations with the West. They are undergoing an eco- 
nomic and social upheaval which from time to time erupts in violence. 
Although communism is not now a strong force in the majority of 
these states, most of the conditions are present on which communism 
thrives and it will no doubt emerge sooner or later unless these condi- 
tions can be changed. 

In a situation such as this the United States has only a limited 
ability to influence developments. It is all the more important, there- 
fore, that we should utilize in full such means as are open to us. There 
are favorable elements present in a number of the Middle East states 
and there is reason to think that we might achieve important results 
if we build effectively on these. These favorable elements include 
the following: 

A feeling of friendliness toward the United States which continues 
in some countries in spite of the distrust which has been generated by 
our support of Israel and of the United Kingdom and France in their 
controversies with certain of the states of the area. 

In at least some of the countries there is a real appreciation of the 
Soviet threat and a genuine desire to improve defenses against this 
threat. 

Military leaders play an important and in some cases controlling 
role in most of the states of the area, and these leaders are on the 
whole progressive, friendly to the West, and distrustful of the Soviets. 

Most of the states of the area strongly desire United States military 
assistance. 

Taking these factors into account, it is the view of both the Depart- 
ment of State and the Department of Defense that the provision of 
the military funds requested would enable the United States to achieve 
important political-military objectives in the Middle East. These 
objectives are, in brief: 

To increase the stability of friendly regimes and possibly to strength- 
en them to the point where they would feel able to cooperate more 
openly with the West. 

To strengthen military forces in those states where the United 
States has or may acquire military rights or bases. The strengthen- 
ing of military forces in such states would make a direct contribution 
to United States security. 

To provide an example of fruitful cooperation between the United 
States and friendly states of the Middle East and thus to help in the 
creation of a political situation in which it will become possible to 
establish a regional defense organization on the only basis which 
promises success—that is, the willing cooperation of the states of the 
area with those western powers which have the desire and ability to 
assist in area defense. 

At present the executive branch does not have the detailed program 
data which this committee customarily expects in support of requests 
for appropriations. These will be new programs and they cannot be 
developed in detail without consultation with recipient governments 
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In the absence of specific congressional authority we have not felt it 
appropriate to undertake such consultation. The Joint Chiefs of 
Staff have, however, provided a general framework in which they are 
prepared to approve assistance programs to the Middle East and this 
guidance, taken in conjunction with the judgment of the Department 
of State on the political factors involved, enables us to provide an 
indication of the nature, scope, and emphasis of the programs we would 
propose to carry out if the Congress sees fit to provide authority and 
funds. I can assure the committee that, if Congress does so act, we 
will develop detailed programs within the general framework approved 
by the JCS and carefully ke ved to the obje ctives I have listed. We 
will in this in consultation with those governments which are willing 
to cooperate genuine lv, and we will do it without de ‘lay. 

Mr. TABER. Do you have a statement, General? 

General Stewart. Yes, sir 

Mr. Taser. All right; go ahead. 


GENERAL STATEMENT ON PART OF THE DEPARTMENT OF DEFENSE 


General Srewarr. Mr. Chairman, | would like to say that the 
Department of Defense fully supports all of the evidence given by 
Assistant Secretary Byroade, and supports in every way this program 
of militar Vv assistance to the Middle East. 

The loe: ation of the area, the land bridge between Asia and Africa 
and the fact that it covers the lines of communication over the Mediter- 
‘anean and the vast resources, particularly oil, make it of particular 
interest ina military sense. 

From now on, sir, | would like to go off the record. 

Mr. Outy. For the record, I think it would be of assistance to read 
from the provision of the Senate bill on this matter: 

Such assistance may be furnished to any organization created pursuant to a 
regional defense arrangement in the area to which the United States shall have 
become a party, to any nation in the general area participating in such an ar- 
rangement, or to any other nation in the general area which the President deter- 
mines to be of direct importance to the defense of the area and whose increased 
ability to defend itself the President determines to be important to the security 
of the United States (any such determination to be reported forthwith to the 
Committee on Foreign Relations of the Senate, the Committee on Foreign 
Affairs of the House of Representatives, and the Committees on Armed Services 

of the Senate and of the House of Representatives). No assistance shall be fur- 
nished 1 — this section unless the recipient nation (1) has agreed (a) that the 
equipment, materials, or services provided will be used solely to maintain its 
internal saneataiet its legitimate self-defense, or to perinit it to participate in the 
defense of the area, or in United Nations collective-security arrangements and 
measures, and (b) that it will not undertake any act of aggression against any 
other nation, and (2) has complied with such of the conditions set forth in section 
511 (a) of this Act and section 402 of the Mutual Defense Assistance Act of 1949, 
as amended, as the President shall find to be essential to the accomplishment of 
the purposes of this section. 


The furnishing of assistance under this provision is surrounded by 
safeguards, whose administration is placed in the President of the 
United States. 

SUMMARY STATEMENT 


General Stewart. I would also like to submit a prepared statement 
on the program for the Near East and Africa 

Mr. Taser. That will be satisfactory. 

(The statement is as follows:) 
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Tirte II, Near East AnD AFRICA 


1. Military assistance for friendly nations in the Middle East is primarily to 
Greece, Turkey, and Iran. The original military-aid program of the United 
States started with the Greek-Turkish Aid Act of 1947 and acknowledged the 
importance of the strategic position these countries occupy The events of the 

ears since 1947 have continued to underline this importance, and in February 
1952 both Greece and Turkey were admitted to full membership in the North 
Atlantic Treaty Organization. 

2. The entire Middle East is of strategic importance to the free world, and any 
Communist expansion into the area would be a serious threat to our security. 
‘e September 195! the United States has been working to develop regional 
lefense arrangements for Middle Fast defense which would include both Middle 

} ense of the area. Although 





Kast states and other countries interested in the def 
it is probable that there will be further delay in the establishment of such an 
rganization because of the unfavorable political situation in the area, the United 
States will continue to work toward its establishment In the meantime, it 
is proposed to work with some of the more cooperative countries of the area on a 

ilateral basis. Strengthening the forces of these countries will contribute to 
area stability and will assist in developing the political situation necessary to the 
creation of regional defense arrangements 

3. The chart on the easel reflects the status of selected major end items. In 
addition to end items we have provided spare parts for maintenance of equipment 
on hand. These end items and funds have been used to support existing forces. 
For fiscal year 1954 we are requesting funds to provide some of the remaining 
-items deficiencies for the force in being, end-items equipment for supporting 
units, training and war reserve of ammunition, maintenance and spare parts 
and attrition and training aircraft. 
5. The national economy of the nations of the Middle East is such that they 
are not capable of producing or financing the equipment necessary to fulfill our 
objective in this area. If these forces are to be maintained as effective military 
forces military assistance from the United States in fiscal year 1954 is essential 

6. If there are no questions and with the committee’s permission, we will now 
present the details of our program in this area, country by country. 


#1 


SUMMARY JUSTIFICATION MATERIAL 
Mr. Taner. We will insert into the record at this point the summary 
material appearing on pages I-16 through I-20 


(The matter referred to is as follows:) 


MutTvuaL DEFENSE ASSISTANCE MATERIEL AND TRAININ( 








Near East and Africa— Materiel, comparative summary of obligations, by major 
category 
Est ite Estimat 
tual f ] 
Category ™ = ~ fiscal year f al year 
eee 1953 1954 
Aircraft spare parts, aero equipment, and supplies $174, 808, 079 $4, 852, 619 
Vessels 3, 736 1 1, 287 
Vessel equipment 3, 336 2. 281.155 
Electronics and other signal equipment 18, 975 6, R35, O16 
Ordnance equipment and supplies 186, 671 $03, 205, 349 
Eng eering equipment and supplic s 6. 690 18, 757, 689 
Quartermaster equipment and supplies 11, 205 33, 568 
lransportation equipment and supplies 3, 302 1, 033, 907 
Medical equipment and supplies 1, 298 1, 801, 194 
Petroleum, oil, and lubricants 70 200), OOO 
Other and miscellaneous 54 892. 377 
Subtotal 410, 148, 846 181, 703, 849 461, 464, 161 
Repair and rehabilitation of excess materiel 46,149 1, 431, 029 1, 000, 000 
Total, materiel 410, 194, 995 183, 134, 878 462, 464, 161 
A ccessorial costs 19, 886, 345 25, 022, 393 28, 965, 000 
Grand total, materiel 430, O81, 34 208, 157 491, 429, 161 





Acquisition cost of excess items 14, 522, 492 7, 878, 526 
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DEPARTMENT OF THE ARMY 


Near East and Africa—Summary by agency, materiel program, comparative estimates 


Obligations 


b a: ves Estimate, Estimate, 
a fiscal year | fiscal yea 
he ae 1953 1954 

Electronics and communication supplies and equipment $14, 296, 457 $16, 000, 000 $23, 105, 211 
Ordnance equipment and supplies 159,840,988 | 43,468,366 | 367, 250,004 
ranks and combat vehicles 29,653,941 | (6,300,000) 86, 729, 058 
Motor transport vehicles 3, 655, 717 29, 000, 000 112, 256, 646 
mal] arms and machineguns 6, 549, 283 | 300, 000 | 6, 741, 205 
Artillery and fire control | 15, 449, 516 | 11, 100, 000 | 19, 778, 020 
Small arms and machinegun ammunition 5, 271, 625 | 2, 968, 366 | 2, 417, 906 
Artillery ammunition 06, 644, 686 (10, 300, 000) 105, 140, 686 
Bombs, rockets and miscellaneous ammunition 4, 929, 336 (1, 800, 000 26, 386, 573 
Miscellaneous ordnance 17, 700, 000 | 7, 800, 000 


Aircraft and aeronautical supplies 800, 000 


5, 800,000 | 17, 837, 489 
3, 300, 000 


Engineering equipment and supplies 
Quartermaster equipment and supplies 
l'ransportation equipment and supplies 





Medical equipment and supplies 1, 088, O89 200, 000 1, 800, 000 
Chemical equipment and supplies 54, 413 
rraining aids | 200, 000 
Adjutant General supplies : 
Preproduction costs | 500, 000 
OSP expenses 31, 634 | ‘ 
Subtotal (materiel 185, 649,621 | 68,800,000 | 410, 782, 794 
Repair and rehabilitation of excess | 46, 149 | (300, 000) | 1, 000, 000 


Total, material and repair and rehabilitation of excess_..| 185, 695, 770 68,500,000 | 411, 782, 794 


Se —— —— =| 


4 ecessorial costs | 
} . 

Packing, handling, and crating 1, 169, 308 | 2, 488, 000 2, 953, 419 
Inland transportation } 2, 103, 027 |} 3, 621, 000 | 3, 511, 645 
Ocean transportation 4, 910, 996 9, 838, 000 | 10, 534, 936 
Total accessorial costs } 8, 183, 331 15, 947, 000 | 17, 000, 000 
Grand total, materiel ‘ 193, 879, 101 84, 447, 000 | 428, 782, 704 

Acquisition cost of excess items (not included in total materiel | | 

estimate) - ‘i i P ale a ; | 808, 246 4, 370, 769 ih cidintananlsi 
| | | 
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DEPARTMENT OF THE NAVY 


Near East and Africa 





Summary by agency, materiel program, comparative estimates 








timate Setimatea 
Actual, fiscal Estin reer Es amass 
year 1952 scai year iscal year 
_ 1953 1954 
Vessels $3, 736, 03 $11, 107, 777 | $11, 551, 287 
| 
Combatant | | 3, 600, 000 | 2, 128, 000 
Minecraft hy 3 6, 504,078 | 7, 953, 804 
Miscellaneous 52 913, 699 1, 469, 483 
Vessel equipment 4,037, 444 1, 805, 467 2, 861, 450 
Minesweeping gear } 1,030, 203 195, 094 1, 718, 507 
Spare parts 1, 843, 079 R58, R14 399. 063 
Electronics_ 701, 23. 648, 730 ARH. 2905 
Other vessel equipment 492, 927 102, 828 163, 585 
Aircraft and aeronautical equipment 96, 600 7.000 
Aircraft and aircraft spares 96, 600 7000 
Ordnance equipment and supplies 5, 789, 777 1, 365, 967 5, 600, 801 
Naval guns 62.167 
Artillery ammunition 1, 996, 602 484, 448 2 619,810 
Bombs and rocket 3, 128, 573 209, 625 | 2 097. 419 
Miscellaneous ordnance 664, 602 409. 727 RR3 ATO 
Engineering equipment and supplies 5, 344, 057 2, 098, 668 ou 0 
Quartermaster equipment and supplies and NGS 2, 181, 614 33, 568 
Clothing and NGS_.. 2 179, 836 82 (RR 
Subsistence 1,778 180 
Petroleum, oil, and lubricants 
Medical equipment and supplies 210, 695 1, 194 
Subtotal (materiel 21,299,622 | 16, 474, 479 20, 975, 500 
Repair and rehabilitation of excess 
Total, materiel and repair and rehabilitation of excess 21, 299, 622 16, 474, 479 20, 975, 500 
Accessorial costs | } 
Packing, handling, crating, and direct operating expenses 618, 294 613, 100 410, 000 
Inland transportation | 245, 993 342, 850 910, 000 
Ocean transportation 900, 294 544, 050 455, 000 
Total accessorial costs_. “ 1, 764, 581 1, 500, 000 2, 275.000 
Grand total (materiel 23, 064, 203 17, 974, 479 23, 250, 500 
Acquisition cost of excess items (not included in total materiel 
estimate) | 13, 713, 746 3 507. 757 
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Category 














Actual, 








Obligations 


fiscal 














Estimate, 
fiscal year 





Estimate, 
fiscal vear 
1954 


' 
‘om OO me 


, 845, 619 
, 059, 510 
907 
348, 135 
, 914, 079 
, 097, 240 
220, 000 








192, 377 


29, 705, 867 


29, 705, 867 


2. 219, 000 
3, 774, 000 
3, 697, 000 


39, 395, 867 


AFRICA 


Estimate, 
fiscal year 
1954 


$3, 949, 580 
643, 440 
138, 040 

450, 000 


103, 
15, 


700 
000 


, 200, 010 


0, 299, 770 


120 
90D 


, 640 


7, 220 


414, 640 


837, 


S41, 


567, 


year If g 
— 1953 
Aircraft complete with spares $174, 808, 079 $39, 890, 073 
Electronics and commun and spares 3, 977, 937 
Ground powered and marir pare 3, 302, 383 4! 
Weapons and spares 3, 208, 705 5, 640, 602 
General equipment and spares 6, 638, 065 23, O54, 648 
Bombs, rockets, and miscellan s ammunition 11, 194, 238 2, ORO, SR2 
Petroleum oil and lubricants for aircraft 70, 196 7, 964, 040 
Petroleum oil and lubricants for other than aircraft 3, 826, 932 
Training equipment, maintenance parts and supplies 3, 611, 359 
Subtotal 203, 199, 603 96, 429, 370 
Repair and rehabilitation of excess materiel _ 1, 731, 029 
Total end items 203, 199, 603 98, 160, 399 
Accessorial charges 
Inland t portation 246 1, 621, 675 
Ocean and air transportation 2 
Depot operations 1, 39&, 950 
Construction 4, 800, 000 z 
Total r terie] 2 138. 0 105, 7345, 792 
MutvaL DEFENSE MATERIEL AND TRAINING, NEAR East AND 
Traini ng Comparative summary of obligations by category 
Number of spaces Cost to United States 
Esti- Esti 
Category Actual, , 
- 7 ;’| mate, | mate, Actual, Estimate, 
po fiscal fiscal | fiscal y« fiscal year 
+950 year year 1952 1953 
ir 1953 1954 
DEPARTMENT OF THE ARMY 
1. Formal! training, Zone of the Interior 209 1, 237 $100, 516 $517, 678 
2. Formal training, oversea service 404 831 47, 726 129, 420 
3. Mobile training teams (number of 
teams 3 (2 (26 12, 000 91, 000 
4. Technical representatives (man-year 
of service 6 33 25, 097 48, 532 
5. Training aids 25, 5 
6. Miscellaneous fund 35, 590 
7. Interpreters 1 (3) 15, 000 
8. Training expenses of mission 
man-years 360 (912 583 773, 933 4, 478, 022 
Total 673 629 2, O68 984, 778 5, 315, 242 
DEPARTMENT OF THE NAVY 
1. Formal training, Zone of the Interior 16 534 328 489, 518 310, 537 
2. Formal training, oversea service 7 10 7 43, 200 22, 621 
3. Mot training teams (number of 
tear 6 15, 000 
4. Technical representatives in-years 
of service 7 13 100, 000 160, 000 
5. Training ai 538, 001 128, 789 
6. Miscellaneou ind 4, 870 5, 898 
7. Interpreters 
8. iraining expenses of mm 
man year 5 60 70 140, 203 324, 200 
Lota 2: 14 335 1, 315, 882 067, 045 
DEPARTMENT OF THE AIR FORCE 
1. Formal] training, Zone of the Interior 237 449 466 664, 960 6, 737, 007 
2. Formal training, oversea servic 101 49 141 61, 835 318, 100 
3. Mobile training teams (number of 
teams (10 (12 (14) 190, 054 209, 150 


223, 190 
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Training—Comparative summary of obligations by category—Continued 


Number of spaces Cost to United States 
. Esti Esti- 
Category “tur . . 
ee —_ - mate, mate, Actual, Estimate, Estimate, 
ead fiscal fiscal | fiscal year fiscal year | fiscal year 
| 1952 year year 1952 1953 1954 
e 1953 1954 
DEPARTMENT OF THE AIR FORCE—COon., 
4. Training representatives (42 4 (34 $393, 740 $932, O89 $719, 400 
5. Training aids " ‘ 
6. Miscellaneous fund 2, 38 78. 070 33. 5K 
7. Interpreters 
8. Training expenses of mission (7 
(man-years ail (137 (113 410, 205 590, 200 814, 400 
Total - 338 408 607 1, 741, 269 8, 84, 616 11, 228, 890 
Grand total 1,034 1, 671 3, 010 4,041,929 | 15, 146, 903 22, 366, 18 


Mr. Taser. If there are no further ‘questions, we will next take 
up Iran. 
IRAN 


General Stewart. This first chart shows the Iranian forces sup- 
ported by MDAP which were in being on December 31, 1952. The 
next three columns show the forces funded for during fiscal year 
1950-53, the proposed new units for fiscal year 1954 and the total for 
fiscal year 1950-54. . 

The chart on Iran in volume II of the budget document shows the 
status of the materiel and training programs. It gives the dollar- 
amount of material shipped, and remaining to be shipped. The 
center box on the same chart shows the material program broken down 
into selected major items in number of items and thousands of rounds 
of ammunition. 

The strategic value of Iran derives primarily from her geographic 
position. Situated on the southern periphery of the U. S. S. R., 
Iran lies athwart important routes which lead from the Soviet Union 
to India and to the oilfields of Iraq and southwestern Iran. 

During the period 1950-53 Iran has maintained forces of sufficient 
numerical strength to maintain internal security. Due largely to 
the unsettled political situation and the extremely adverse economic 
condition of the country which has resulted in an inadequate budget 
for the military establishment, Iran has done little to improve the 
effectiveness of her forces. The fact that their effectiveness, par- 
ticularly in maintaining internal security, has improved somewhat 
during this period is attributable largely to the effects of the MDA 
program and concentrated effort on the part of United States military 
advisers. Without this outside assistance a reduction in effective- 
ness of forces could have been exected. 

During 1952 the Iranian Army has shown increased capabilities 
for absorbing programed end items. In general these end items have 
been as effectively utilized as the level of training within Iranian 
Army units permits. During the year some progress has been made 
in reducing the quantities of spare parts and maintenance equipment 
held in depot stocks and proportionately increasing the amounts of 
these items in the hands of troops. Some progress also had been 
made in improving supply and maintenance procedures, particularl) 
in establishing American-type stock record accounting procedures and 
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the degree to warehouses. Supply and maintenance procedures and 
the degree to which commanders accept responsibility toward these 
vital problems still do not compare favorably with United States 

standards, and it is not expected that they will in the foreseeable 
future. In general, MDAP end items are maintained to a degree 
higher than that of the average national Iranian standard. 

The material and training needs of Iran’s armed forces and gendar- 
merie exceed the economic capacity of the nation to supply. This 
was true when MDAP for Iran began, even though at that time [ran 
was enjoying returns from the oil industry that accounted directly 
and indirectly for perhaps two-thirds of the Government’s foreign ex- 
change. It is the more pressingly true during the present governmen- 
tal financial shortage and countrywide shortage of foreign exchange, 
and it may be expected that it will continue to be the case for at 
least a year to two after a solution is found of Iran’s oil proble ms. 

By furnishing modern military equipment, MDAP increases the 
capability of these forces to maintain internal security and discourage 
aggression, MDAP strengthens the ability and the will of the armed 
forces and the gendarmerie to maintain law and order and commen- 
surately discourages the activities of those elements that ever seek 
to create chaos. MDAP thus contributes to the preservation of the 
friendly ties between [ran and the free world at a time of considerable 
strain 

(Discussion off the record). 

. 


ASIA AND THE PAacrru 


Mr. Taper. If there are no further questions, we shall proceed 
consideration of the military assistance program in the Far East. 

We will insert in the record at this point the summary material 
appearing on pages I-21 through I-26. 

(The matter referred to follows: 


Murvat DEFENSE AssISTANCE MATERIEL AND TRAINING 


1sia and the Pacitfic— Materiel, comparative summary of obligations by major category 





Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
Aircraft, spare parts, aero equipment, and supplies $74, 994, 741 $22, 441, 018 $163, 566, 878 
Vessels 23, 956, 848 41, 950, 795 32, 443, 402 
Vessel equipment 94, 639 6, 493, 428 5, 159, 845 
Electronics and other signal equipment 37, 406, 923 167, 819, 255 
Ordnance equipment and supplies 139, 164, 609 740, 974, 380 
Engineering equiprrent and supplies 19, 076, 909 30, 386, 421 
Quartermaster equipment and supplie 259, 863 307, 214 
Transportation equipment and supplies 3, 748, 454 9, 505, 947 
Medical equipment and supplies 241, 589 531, 243 
Petroleum, oil, and lubricants 470, 219 

Other and miscellaneous 16, 710, 670 12, 130, 118 
Subtotal 687, 002, 092 287, 964,477 | 1, 162,914, 703 
Repair and rehabilitation of excess materie] 9, 405, 451 (403, 831) 7, 733, 815 
Iota] materiel 696, 407, 543 287, 560, 646 | 1, 170, 648, 518 
Accessorial costs 25, 823, 345 38, 274, 550 60, 003, 000 


Total military assistance materiel 722, 230, 888 325, 835, 196 | 1, 230, 651, 518 
Common-use program 60, 000, 000 


Grand total, materiel prograr 722, 230, 888 325, 835, 196 | 1, 200, 651, 518 
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Summary by agency, materiel program, comparative estimates 
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Mr. Tanger. General Stewart, you may proceed with your presenta- 
tion. 

General Stewart. For the Asian and Pacific area, a major shift in 
emphasis is planned in fiscal year 1954 for military assistance as re- 
flected by the fact that 1,081.6 million, or nearly 27 percent of the 
total global program, is being requested for this vitally important 
area. This is nearly one-half the amount being requested for title 
[, and over twice the amount appropriated for title III in fiscal year 
1953. The chart on the easel shows the major categories of equip- 
ment we have shipped and programed during fiscal years 1950-53 as 
well as what we plan to program with new funds. 

Before proceeding further I will ask Mr. O’Hara to explain the status 
of funds for this area, after which I will continue with a further dis- 
cussion. 

Shipments increased noticeably to all countries in this part of the 
world during the past year, and as the specific country programs are 
laid out for you by the representatives of the military departments, 
I feel that you will recognize that this substantial military aid strikes 
a better balance with the program that has been presented for Europe 
than we had in the past. 

This pers of the world has unlimited manpower, but with the excep- 
tion of Japan the free countries lack the facilities for substantial produc- 
tion of military equipment and ammunition. Some of the nations in 
this area have already demonstrated their willingness to stand with 
us. In order to resist the internal and external pressures of Commu- 
nist aggression, however, they must receive military assistance from 
external sources. Our long-standing associations with these countries 
dictate that we see to it that they are not left alone. It is an impos- 
sibility for the United States to send armed forces overseas to main- 
tain the defense of all these countries, so if we wish to develop Asian 
military strength the only other alternative is to accomplish this 
purpose through military assistance. 

Now I wish to vO off the record, 

Discussion off the record. ) 

Mr. Taner. If there are no further questions, we will proceed 
consideration of the program which is planned for Formosa 


FORMOSA 


General Stewart, will you proceed with the presentation on For- 
mosa? 

General SteEWArRT. Since 1951 a substantial part of the military 
assistance programed for the Far East has gone to assist the National 
Government of the Republic of China on Formosa in the development 
of its armed forces. During this period these forces have been com- 
pletely reorganized and have been provided with significant amounts 
of vital equipment. Obsolete weapons are being replaced with more 
modern types as rapidly as possible and standardization and inter- 
changeability of equipment is being accomplished. A particularly 
important part of United States military assistance has been in the 
field of military training. 

There has been a tremendous improvement in the combat. effi- 
ciency of the National Government of the Republic of China armed 
forces, particularly in the last 6 months. The forces for which the 
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equipment through 1954 has been programed are in being, not hypo- 
thetical. 

In the past 30 years, the National Government of the Republic of 
China has had military missions from Italy, Germany, and Russia 
training the armed forces which has resulted in a mixed doctrine of 
tactics and techniques. United States military doctrines are now 
being used. 

Though considerable military aid has been provided since May 1951, 
to support the major forces in being, continued assistance to effec 
tively modernize these fighting forces is necessary 

Discussion off the record. 

Mr. Taper. If there are no further questions, we shall proceed to 
consideration of the program for Indochina. 


INDOCHINA 


General Stewart, will you proceed with your presentation, please? 

General Stewart. The forces of the French Union and the native 
armies of the Associated States have been fighting the Communist- 
reinforced Viet Minh aggressors for 6 years. United States military 
assistance has been extended to these forces on a high priorit y basis 
as a result of which they have been able to hold the important and 
strategic metropolitan supply areas of the Tonkin Delta and South 
Vietnam. The continued supply of mutual defense assistanc: 
program equipment is vital. The French and Associated States 
employ mutual defense assistance program equipment in combat 
effectively. Training and supervision of the use of equipment is 
under French control. The United States mobile training teams and 
technical instructors are being used to train the native forces in the 
use of new mutual defense assistance program equipment and in 
logistical procedures. 

To defeat the Viet Minh and establish peace and order in this area, 
continued large-scale military assistance in equipping and maintaining 


additional native forces for offensive combat are necessary The 
greater part of the cost of this war has thus far been borne by France, 
but the level of United States assistance has also been sizable. The 


French and Associated States budgets have not been adequate to 
carry the entire financial burden of the war without outside military 
assistance from the United States. 

Mr. Hanasy. Off the record. 

(Discussion off the record 

General Stewart, Off the record. 

(Discussion off the record.) 

Mr. Taser. Are there any more questions on this particular item? 

General, you may proceed with the next country. 


PHILIPPINES 


General Stewart. The next country I take up, sir, is the Philip- 
pines. That is page 74 of section IT. 

(Discussion of the record.) 

General Stewart. At the close of World War II, the Philippine 
armed forces were in a disorganized and untrained state as a result of 
the protracted Japanese occupation. Coupled with this, the newly 
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independent Government was in the process of being formulated and 
was faced with a war-wrecked economy and an active internal armed 
dissident force. These were the prevailing conditions when United 
States military assistance to the Philippines was inaguurated in 1950 

The rebuilding of the Filipino Army has been assisted by the pro- 
vision of United States war surplus and newly procured equipment. 
The level of equipment programed for these units is as authorized by 
the Department of the Army, and the equipment on hand and pro- 
gramed through fiscal year 1954 will not exceed the authorized level 
for the units. 

The Navy has in operation all but two of the number of ships speci- 
fied in the program, and has nearly all the personnel and logistic 
support required for these vessels. 

The Air Force is organized into wings and is patterned after our 
own Au Force organization. Equipment delivered and programed 
through the next fiscal year will not exceed authorized unit levels. 

For the most part, equipment being delivered has been put to use 
without delay by units operating in the antidissident campaign. 
Some is used in the training program and a small amount is retained 
as depot reserve stock. 

Training is at a high level and is reflected in the increased efficiency 
of the Philippine armed forces. Maintenance of equipment is good 
and at an acceptable level. The Philippine battalion in Korea has 
done exceedingly well, and has demonstrated the Philippines’ ability 
to utilize United States assistance effectively. 

Defense production, as it is known in the United States, is practically 
nonexistent in the Philippines. Because of this comparatively 
undeveloped state of defense industry, the MDAP is. con- 
sidered essential to permit the Philippine Government to carry out 
its military commitments in Korea and at home. 

Mr. Taser. Turn to the next country, General. 


THAILAND 


General Stewart. The next country is on page 77, section II 
and page 76 of section II, and it is chart 23 in the force chart. The 
country is Thailand. 

(Discussion off the record.) 

General Stewart. The Thailand Army is organized into 3 army 
areas with 1 or more small divisions in each area equipped with light 
weapons. The navy patrols the coastline and is trained to conduct 
antisubmarine, antimine, and mine warfare in the gulf. Individual 
tactical unit operational readiness of the air force is very good but 
weak in logistical support units and inadequate staff considerably 
hamper the overall operational readiness level of the air force. 

The performance of the Thai Armed Forces has shown tremendous 
improvement during the period 1950-53, and MDAP furnished equip- 
ment is being utilized most satisfactorily. Thailand has demon- 
strated in Korea the will to fight and the capability of absorbing 
modern training. The shipping distances from the United States to 
Thailand are probably the greatest of any country where a MAAG is 
in existence. Likewise, few regular United States merchant ships 
call at Thai ports. This has resulted in a long lead time for MDAP 
material but the pipeline is filled now and sizable quantities of ma- 
terial are being received. 
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There is a critical shortage of trained personnel and inadequate 
facilities for the upkeep and maintenance of material. There is also 
a difficult language barrier which serves to hinder our training instruc- 
tors. ‘Training, however, has progressed and is proving to be effective 
as evidenced by the successful maneuvers the Army, Navy, and Air 
Force have been carrying out periodically. 

The Thai Armed Forces are capable of enforcing internal security 
Their combat potential will continue to increase under proper super- 
vision and instruction and receipt of the MDAP equipment that is 
proposed in the program before you 


JAPAN 


The next country mM this area, sir, is section II, page 70. The 
country is Japan, and it is chart 21 of the force charts. 

(Discussion off the record.) 

Mr. Hatasy. There has been a substantial amount provided to 
the Japanese security forces out of Army appropriations. This 
equipment has been loaned to the Japanese oa a memorandum receipt 
basis. It has been explained to this and other committees in pre- 
vious vears. 

Now for the first time this year we are presenting a program for 
Japan under the mutual security legislation, 

I might add, sir, for the record, that the administration now has 
examined and the Bureau of the Budget has recently concurred in, 
the submission of separate legislation to make it possible to transfer 
title to the equipment loaned to the Japanese forces. 

That is now pending final decision in the executive branch and 
may be up for consideration during this session. 

Back off the record. 

(Discussion off the record.) 


KOREA 


General Srewarr. With your permission, Mr. Chairman, I shail 
proceed. 

The only program under the mutual defense assistance program is 
one of training. It is referred to in section IIl-71 and I have no force 
chart because no forces are directly involved. 

We are asking for the amount shown for training of Korean na- 
tionals. That program has been carried on in the past and we have 
completed the training of 1,077. 

Mr. Taner. There is other training besides this which the Army 
caries on, is there not? 

General Stewart. Yes, sir, but that is different training. This 
is where we bring them back to our schools. We have some in the 
Infantry School, some in the Field Artillery School, and so forth. 

Mr. Taser. If there are no further question on Korea, we will tury 
to the next item, which is the Latin-American countries. 


UNDISTRIBUTED FUNDS FOR 1954 


Mr. Ouny. Mr. Chairman, before you turn to Latin America, there 
are several items in the Far East which you might feel we did not have 
a justification for, simply because there are not pages in here on it. 
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If you will turn back to page II—57, at the start of the Far East 
section, I would like to explain what those are. We will put justifica- 
tions into the record at the proper time, but, otherwise, you might 
not understand their implication. 

You will find at the bottom of the first column, under the word 
“undistributed,” $129 million; $69 million of that represents the 
estimated cost of packing, handling, crating and transportation of 
equipment to be delivered in fiscal year 1954. Information will be 
supplied on those charges at a later point in the hearings, but I wanted 
you to know it was in that figure. Sixty million dollars is for what has 
been referred to previously in these hearings as common-use programs 
for Indochina and Formosa, which unfortunately are not shown—and 
I apologize for this—on the individual sheets. There is a common-use 
program of $30 million for Formosa and $30 million for Indochina, 
which consists of various types of civilian-type goods used by military 
forces, such as petroleum, oil, and lubricants, cloth for clothing, cloth 
for uniforms, leather for shoes—military shoes—and things of that 
kind which enter into and become part of the military establishments 
in those 2 countries 

We will put into the record at the appropriate point a list of the 
items embodied in those two programs, Mr. Chairman; but I wanted 
you to know what those items were there, so that in looking back later 
you would be familiar with what was included in that $129 million 
undistributed figure. That is all I have to say. 

Mr. Gary. What is that ““DOT’’? 

Mr. Ounty. Dependent overseas territories of metropolitan powers. 
That refers to a program in the technical-assistance side which we will 
come to later and, specifically, the one in Malaya 

Mr. Tasrr. We will now take up the Latin American countries. 


Latin AMERICAN COUNTRIES 


I would prefer that you make your presentation in a general way as 
far as you can We will ask ary questions which we desire and try 
to cover the entire area at one time rather than by items. 

General Stewart. Mr. Chairman, we would like permission to 
insert into the record the unclassified material on the Latin American 
countries at this point, and then I would like to speak on this subject 
off the record 

The matter referred to follows: 
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MATERIEL AND TRAINING 


comprrative summary of obligations by major 


category 


I I ! é 
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American Republics Summary by agency, materve program, con paral ve estimates 
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DEPARTMENT OF THE NAvy 





American Republics—Summary by agency, materiel program, comparative estimates 


( 
Category 


year 1952 


Vessels, miscellaneous 


Vessel equipment $3, 950, 712 
Spare parts 797, 814 
Electronics 2, 967, 213 
Other vessel equipment 185, 685 


Aircraft and aeronautical equipment 


Aircraft and aircraft spares 
Other aeronautical equipment 


Ordnance equipment and supplies 2, 533, 096 
Naval guns 474, 410 
Artillery ammunition 463, 656 
Bombs and rockets 310, 506 
Miscellaneous ordnance 1, 284, 524 


Engineering equipment and supplies 


Quartermaster equipment and supplies and National Guard 


stores . 6. 192 
Clothing and National Guard stores 6, 192 


Petroleum, oil, and lubricants 
Medical equipment and supplies 
Marine Corps equipment and supplies 


Subtotal (materiel 6, 490, 006 
Repair and rehabilitation of exces 


rotal, materiel and repair and rehabilitation of excess 6, 490, 000 
ACCESSORIAL COSTS 


Packing, handling, crating and direct 
Operating expenses 

Inland transportation 

Ocean transportation 


Total accessorial costs 
Grand total (materiel 6, 490, 000 
Acquisition on cost of excess items (not included in total 

materiel estimate) 50, 352, 000 


)bligations 


Estimate, 


fiscal year 


1953 


$990, 196 


287,188 
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DEPARTMENT OF THE AIR ForRCE 


American Republics—Summary by agency, materiel program, comparative estimates 


Category 


Aircraft complete with spares ae 4 
Electronics and communications equipment and spares 
Ground-powers and marine equipment and spares 
Weapons and spares an “ . 

General equipment and spares : 2 ; 

Bombs, rockets and miscellaneous ammunition " 
Petroleum, oil, and lubricants for aircraft 

rraining equipment, maintenance parts, and supplies 


Subtotal _ 
Repair and rehabilitation of excess materie] 


Total, end items 
A ccessorial charges: 
Inland transportation 
Ocean and air transportation 
Depot operations 


Total, materiel eequnse 


Obligations 


Estimate, 


Actual, fiscal . 
fiseal year 


year 1952 1953 
$575, 639 $2, 766, 654 
187, 189 133, 649 
799, 191 
é 153, 562 
97, 701 890, 482 
227, 687 
l. 68, 154 
| 860, 529 5, 039, 379 
1, 610, 000 2, 490, 092 
2, 470, 529 7, 529, 471 
15, 000 23, 112 
140, 000 
10, 095 99, 905 
2, 495, 624 7, 792, 488 


Estimate, 
fiscal year 
1954 


$10, 102, 297 
2, 644, 841 
154, 657 





163, 901 


14, 700, 432 
1, 500, 876 


16, 201, 308 
139, 000 
290, 000 


1, 351, 110 


17, 981, 418 
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MutrvuaL DrrENSE MATERIEL AND TRAINING 





An erie n Re p ih f Train nq, con parat ve 8 mmar Y of obligations by category 
Jumber of spaces Cost to United States 
Est Esti 
Cat r ( 
= A “mate, | mate, Actual, Estimate, | Estimate, 
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Total 36, 650 472, 750 
Grar il 10 3H 1, 848, 995 », 096, 351 


General Stewart. Off the record 
Discussion off the record 


DELAY IN INITIATING PROGRAM 


\ir. Taner. You have on hand to be spent a substantial balance 
of appropriation items for South America, indicating that there is 
not too much urgency with reference to this particular subject. Is 
that not about right? 

General Srewarr. That is as a result of the delay in initiating the 
program 

Mr. Taser. It does not have the priority that some of the other 


programs have? 
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General Srewarr. Yes, sir. That is a very small part of the 
answer, Mr. Chairman. The types of items furnished these people 
a lot of them—are not highly competitive with countries in Europe. 
The problem has been to get the necessary setup and the necessary 
arrangements made in the ratification of the bilateral agreements so 
that we can place the personnel in South Amerjca that the law re- 
quires us to place in order to supervise this. That has contributed 
more to the slow start than the shortage or the competition for the 
material. We now are in pretty good shape to start. We have all 
the arrangements made with Cuba, Colombia, Ecuador, Peru, Chile, 
Brazil, and the Dominican Republic, but some of those final arrange- 
ments, before we could actually get into full-scale operations, are of 
fairly recent date. That has been our main cause of delay. 

Mr. Taner. It sounds as though you were treating this more or 
less as though it were window dressing. 

General Srewarr. I assure you that was not my intention. 

Mr. Taser. If that is what it is, we should not be putting up any 
more money for it. 

Mr. Martin. Off the record. 

(Discussion off the record.) 

Mr. Fenton. Off the record. 

(Discussion off the record.) 

Mr. Forp. Are you not likely to find yourself in the position here 
of providing military aid to one and not the other and end up with 
the one that gets military aid using it against the other? 

(Discussion off the record.) 

Mr. Outy. We are not dealing here with quantities of military 
equipment which would make nations capable of attacking one 
another, but rather, as I indicated yesterday, military equipment 
capable of equipping forces to carry out very limited and very specific 
missions related to hemispheric defense. I do not know what the 
particular mission is in the case of Peru, but perhaps one of the military 
representatives could tell you. 

General Srewart. Off the record. 

(Discussion off the record.) 


UNDISTRIBUTED FUNDS 


Mr. Forp. What is this undistributed amount that is listed down 
here, $1,621,500? 

Mr. Onty. That is to cover packing, handling, crating, and trans- 
portation, and I believe, a small amount of the cost of the training 
program which you cannot prorate to the individual countries, because 
there are certain training programs that are regionwide rather than 
attributable to an individual country. Most of that would be for 
packing, loading, crating, and transportation. 

Mr. AnprerRsEN. General Stewart, was there another point you 
wanted to make? 


SYSTEM OF MILITARY SERVICE OF COUNTRIES RECEIVING AID 
General Srewarr. I wish to refer to a question that was asked previ- 


ously, with respect to the length of service in some of the countries 
receiving assistance. I call the attention of the committee to page 
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59 of the basic data supplied by the executive branch in the mutual 
security program for the fiscal year 1954. That data is provided. 

There was another question raised yesterday as to the number of 
officers and enlisted men of our forces serving in the mutual security 
program. I have that data, which I would like to enter in the record. 

I do not have the exact data as asked for this afternoon as to the 
difference in the officer and enlisted men in Formosa. I can get such 
information if it is desired. 

Mr. AnprErRsEN. That information on military service systems will 
be made a part of the record at this point. 

(The statement referred to follows:) 


Systems of military service ! 


Minimum 


> 
‘ ; ' enlistme 
Country ype of service age of in- Usual service period Reenlistment 






duction 2 period 
Afghanistar Conscript 22 | 24 months 
Albania d 18 | do | 1 year 
Argentina i 20 | 12 months 
Australia j i8 | 3 months 
Volunteer 17 | 36 months s years 
Austria No military service 
Belgiun Conscript 18 | 21 months $ 1 to 5 years 
Brazil io I8 | 12month 
Bulgaria do | 19 | 36 months 2 vears 
Canada Volunteer 17 lo 5 years 
Chile Conscript 20 | 12months 
Chinese Communist do 18 | Indefinite Unknown 
Chinese Nationalists do 18 do Do 
Colom bia lo 20 | 18 months 4 yeors 
Volunteer 18 do Do 
Cuba * d 18 | 24 months 2 to 6 years | 
Czechoslovakia Conscript 19 do Unknown j 
Denmark lo 20 | 12 or 18 months 4 
Dominican Republi do 18 | 12 months Varies 
Ecuador do 20 do Do. 
Volunteer 20 | Varies Do 
Egypt Conscript 21 36 months 3 years 
inteer 17 do 5 Do 
Finland...___- Conseript 19 | 8 months Unknown 
Frar d 19 | 1S months 1 to 5 years 
Volunteer 18 26, 48, 60 months Do 
(re i 
East i 18 | 36 montl 3 years 
West No militar er vice | 
ireect Conscript 21 | 24 mont! Do 
Volunteer 18 6 months Do 
Hungary Conscript 19 | 24 months 4 years. 
India Volunteer 17 | 84 months Varies. 
Indochina 
Cambodia do (6 Unknown 
Laos do (8) ao 
Vietnam Conscript 20 | Indefinite 
Volunteer 20 do 
Indonesia do 18 | 36 months | Varies. } 
Iran Conscript 21 | 24 months__. 5, 7, 10 years. | 
do 18 | 27 months 2 years. i 
Volunteer 18 | 24 months Do. 
Israel Conscript 18 do Unknown. 
Italy dc 21 | 16 months’ 36 year. 
7 Volunteer 17 | 24 months 1 year ! 
Japan do 18 do 2 years. 
Jordan Volunteer 18 | 12 months 3 years. 
Korea | 
Nort Conscript 17 | Indefinite 
south do 18 do 
Lebanon Volunteer 18 | 36 months Unknown | 
Luxembourg Conscript 19 | 12 months ' 
Volunteer 16 | 36 months 
Mexicc do 19 | 24 or 36 months 2 or 3 years. 
Che Netherlands Conscript 18 | 20 months & 6 years. 
Volunteer 20 | 72 months Do. 
New Zealand Conscript 18 | 3 months 
Volunteer 18 60 months 5 years. 
Norway Conscript. 19 | 12 months 
Pakistan Volunteer 17 | 84 months 3 years 


See footnotes at end of table, p. 205, 
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Systems of military service '\—Continued 


Minimum 
. . - Leer stn nt 
Country Type of service age of it Usual service period Reenlistme 


duction 2 period 


Peru Conscript 20 | 24 months 2 years, 
Volunteer 18 do Do 
Philippine Republic Conseript 20 | 10 months 
Volunteer 18 | 36 months 3 years 
Poland Conscript 19 do Unknown 
Portugal do 20 | 4.o0r 22 months * 
Volunteer 18 | 12 or 24 months 
Rumania Conscript 19 | 24 or 36 months Do 
Spain do 20 | 15 to 18 months 1 or 2 years 
Volunteer 18 | 36 months 2 years 
Sweden Conscript 20 | 18 months 
Switzerland do 19 | 4months 
Syria do 19 | 18 months Unknown 
A Volunteer 18 | 60 months De 
Thailand onseript 20 | 24 months 3 years 
Volunteer 18 | 43 months Do 
rurkey Conscript 20 | 24 months 
Union of South Africa Volunteer 17 | 36 months 7 years 
United Kingdom Conscript 18 | 24 months 4 to 3 years 
Volunteer 17 | 36 to 144 months 3 years or more 
Uruguay do 18 | 12 months Unknown 
Yugoslavia Conscript 19 | 24 months 


1 Data refer to ordinary army personnel; individuals for navy, air force, and security troops and for officer, 
NCO, and specialist careers are often inducted earlier—sometimes as volunteers rather than as conscripts 
ind serve longer 

2 In many countries the usual age of induction is a year, or even 2 years, older than the minimum 

Che law provides for 2 years of service, but conscripts are currently placed on unlimited furlough after 
21 months 

4 Only 45 percent now serve the legally prescribed 18 months, the rest 12 months 

5 Alternative enlistment for 7 or 21 years 

* Unknown. 

’ The law provides for 18 months of service, but conscripts are currently released after 16 months 

§ The law authorizes service up to 2 years, but conscripts are currently released after 20 months. 

* About 4 of the conscripts are released after 4 months; the rest serve 22 months 

1° The law provides for 2 years of service, but conscripts are placed on unlimited furlough (subject to 
immediate recall in emergency) after 15 to 18 months 


Mr. Onuy. Mr. Chairman, I would like to say that in going through 
we omitted inserting in the record the summary tables of materials 
for Latin America, which appear on page I-27; and the summary 
tables of training for Latin America, in table I-31. 

Mr. ANDERSEN. I am advised that that will probably appear in the 
record automatically anyway. 


MUTUAL SPECIAL WEAPONS PLANNING 


Mr. Ounty. I will turn, then, to page I-37, chapter 3, Mutual 
Special Weapons Planning, since you asked me to speak about that 

Mr. Taser. What page is that? 

Mr. Ouny. I-37. This is an item to which I believe Mr. Stassen 
will want to return and address himself to some extent. 

This request for funds represents an entirely new provision of the 
law. It has not been included in the prior mutual security program 
It is included in both the Senate and the House versions of the 
authorized bill, which contain a figure of $100 million, although the 
original request of the executive branch was $250 million. 

Its purpose is to provide funds which under the terms of that 
provision can be used for no other purpose than the production of 
special, new, modern weapons which, in the judgment of the military 
authorities and the President, might make it possible to develop 
defensive capability within the new NATO area or elsewhere in the 
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world at far less cost than would be possible by the use of current 
conventional weapons. It does not 

Mr. Taser. Why is this in here with all of the research and develop- 
ment that is now available in the armed service? 

Mr. Ourty. These are not research and development funds 

Mr. Taser. This is manufacturing? 

Mr OHLY This is for taking weapons which have reached or are 
reaching the production stage and putting them into production; 
although, as Mr. Stassen has specifically stated, he would not exclude 
the possibility of using some of these funds abroad, where the foreign 
countries had developed or reached the point where he might want to 
complete a pilot model, that is, if he thinks it has any real possibility. 

This fund can only be used if the President determines that a better 
weapon should be placed in production 

Mr. Taser. Was this authorized in the bill? 

Mr. Ouny. This is authorized both in the Senate and the House 
versions of the bill, Mr. Taber, and the $100 million was cut down 
from $250 million which President Eisenhower had originally re- 
quested 

Mr. Roonry. Mr. Chairman, are you familiar with the testimony 
of General Bradley, Chairman of the Joint Chiefs of Staff, in respect 
to this $100 million item before the Senate committee? 

Mr. Taner. No 

Mr. Roonry. He testified as follows in answer to a question by 
Senator Sparkman inquiring the reason for the requested appropria- 
tion 

General BRADLEY. Senator Sparkman, I am afraid I can’t help you too much 


He was asked about the reasons for this $100 million 


That amount of $250 million was put in there by the Director for Mutual 
Security and has never been referred to the Joint Chiefs of Staff for analysis, so 
we don’t know exactly what it has in mind. 


\ 


Further on, he said 


but as to exactly what th have in mind on that, sir, lam sorry, I don’t know. 


And at another pom|l he sai 


Well, sir, as I say, that was not put in there by the military. We have not been 
asked to analyze it or make recommendations on it, and I am afraid I can’t be 
00 much help to you, sir 

Mr. Hatapsy. Mr. Rooney, could I get the date of that testimony? 

Mr. Roonry. Certainly; this is testimony before the Committee on 
Foreign Relations in the Senate, which was released on Sunday, 
June 21, 1953; the first hearing began on Tuesday, May 5, 1953. 

Mr. Havany. That testimony by General Bradley was given very 
shortly after he returned from Europe. This program was developed 
while General Bradley was out of the country. 

Mr. Rooney. Was he incorrect? 

Mr. Hatapy. No 

Mr. Roonry. It had never been referred to him? 

Mr. Hanapny. It was referred to the Secretary of Defense, not the 
Joint Chiefs of Staff. The Secretary of Defense is a member of the 
National Security Council, and this program arose and was developed 
in the National Security Council primarily by Governor Stassen and 
the President himself 








207 


Mr. Rooney. That is a funny way to run a railroad, is it not, not 
to refer an appropriation item for special weapons to the Joint Chiefs 
of Staff? 

Mr. Harany. The Commander in Chief does not refer everything to 
his subordinate 

(Off-record discussion. ) 

Mr. AnpEeRSEN. Do you want to go back on the record now? 

Mr. Ounry. The reason for including this in the amount now is so 
that upon the receipt of General Ridgway’s report, if there are certain 
things that ought to go forward, they can go forward and not wait 
for another 9 months or a year to elapse before there are funds to 
place for such production. J] think it is conceivable that these funds 
will not be used or will be used only in part during the next 12 months 
I do not know. It all depends upon the development of weapons, the 
relationship of those weapons to the needs of General Ridgway’s 
program 

(Off-record discussion. ) 

Mr. Hatasy. Could I] just supplement that by this statement, that 
the Department of Defense considers that this fund will give very 
important flexibility to the whole program. 

General Eisenhower, when he was Supreme Allied Commander 
Europe, General Ridgway, who, until Saturday, was the Supreme 
Allied Commander, ard General Gruenther, have all consistently 
stated that now is the time to get into the process of developing and 
producing Weapons that are more modern, more ingenious, mor 
effective than the ones that are in the program 

Mr. Forp. How much are each of the nations spending on research 
and development for this type of production? 

Mr. Oury. I will have to get those figures for you, Mr. Ford; | do 
not know. 

Discussion off the record. 

Mr. Taner. So far as 1 can see there is not a single thing that would 
prohibit the purchase and supplying of these weapons with the funds 
that are set up to provide military aid to any of these countries, is 
there? 

Mr. Hatasy. No 

Mr. Taner. What the objective was for placing it in here, I do not 
know; it is difficult to fathom. You are now authorized to buy 
specific weapons with the funds that are provided in the regular mili- 
tary assistance program. Is that right? 

Mr. Hauasy. Yes. 

Mr. Taser They could be used in place of other weapons 

[r. ANDERSEN. That is the way it looks to me 

Mr. Taner. | cannot understand the idea of putting $100 million 
in here for any such purpose. 

Mr. ANDERSEN. That was the purpose of my question, Mr. Chair- 
man. It seems to me that this is just an additional $100 million. 

Mr. Taser. What is the reason for this? 

Mr. Hatasy. That question is referred to me? 

Mr. Taser. Yes. 

Mr. Hauasy. I can see this very important point: The President 
of the United States entered office on the 20th of January 


Mr. Taser. Yes 
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Mr. Hatasy. And he had assembled a new Cabinet. He has now 
appointed four new officers to form the Joint Chiefs of Staff. 

Mr. Taper. Yes. 

Mr. Hatasy. There is in process, in our laboratory, our testing 
field, as you know, a whole family of new weapons. 

Mr. Taner. Yes, we understand that; I know something of the 
details of it. 

Mr. Hatapy. Yes; in the previous program that has been brought 
before the subcommittee for the fiscal year, 1950, 1951, 1952,1953, 
and in 1954 there were a number of cases of new-fangled weapons. 

For instance, there are no guided missiles in this program, and yet 
in recent months, as you know, the development of that piece of equip- 
ment has taken very rapid strides forward. 

Jt is my understanding that the President and the National Security 
Council decided that they wanted to bring out and identify specifically 
earmarked funds for probable, possible use, and that there would be 
some of these new weapons developed that should go to our allies, 
who are capable of using them. 

Mr. Rooney. How much money do we have appropriated for 
military research and development, Mr. Chairman? 

Mr. Taser. The direct figures run probably around 1.5 billion, 
but indirectly they are much more than that. 

Mr. Rooney. I have read this testimony, and if you can separate 
research and development and production you are a better man than I. 

Mr. Taser. The language of the act states the authorization is 
production rather than research. There is no que.tion of that, but 
they have the autbority anyway to proceed with it. I do not see the 
objective. 

Mr. Onty. I would like to add this, Mr. Chairman: We have tried 
everywhere through the program here to justify our requests for funds 
on the basis of specific forces needing specific items of equipment. 
This special weapons fund cannot, by its very nature, be broken down 
into screened and costed requirements for agreed time-phased forces. 
We have therefore shown it separately. We have not tried to bury 
this $100 million in the estimate, or to pretend that the $100 million 
could be described in terms of special weapons for special forces. We 
have set this out separately with separate instructions as to its use, and 
if they cannot justify the use, the funds will not be obligated. 

Mr. Taser. I will check up on this and see what the facts are before 
we pass on the bill. I will find out from Mr. Wilson or the White 
House, and I will have a report on it. 

Mr. Hauasy. Yes. 

Mr. Taner. So it will be available for the committee. 

(Off-record discussion.) 

Mr. Forp. I think it should be understood that modern weapons 
are contemplated in the defense of Western Europe by the United 
States, so that we are not denuding Western Europe of the use of 
modern weapons. They are being used by our Armed Forces in the 
field in the defense of Western Europe, so they are not being neglected 
in that way. 
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Tuurspay, Juuty 9, 1953. 
MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS 


WITNESSES 


STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL COOPERATION 
ADMINISTRATION 

JOHN H. STANBAUGH, ACTING ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION 

JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR PROGRAM 

SAMUEL P. HAYES, JR., ASSISTANT DIRECTOR FOR FAR EAST 

EUGENE H. CLAY, SPECIAL ASSISTANT TO THE DIRECTOR 

DR. OMAR PANCOAST, DIRECTOR, PROGRAM PLANNING STAFF 

GEORGE L. WARREN, ADVISOR ON REFUGEES AND DISPLACED 
PERSONS 


NEAR EAST AND AFRICA 


E. REESEMAN FRYER, ASSISTANT ADMINISTRATOR, NEAR EAST 
AND AFRICAN DEVELOPMENT SERVICE 


DEPARTMENT OF STATE—NEAR EAST AND AFRICA 


HENRY A. BYROADE, ASSISTANT SECRETARY OF STATE FOR NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 

ARTHUR Z. GARDINER, POLITICO ECONOMIC ADVISER, BUREAU 
OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS 


OFFICE OF DIRECTOR FOR MUTUAL SECURIT Y—SOUTH ASIA 


HALDORE HANSON, ASSISTANT ADMINISTRATOR, ASIAN DEVELOP- 
MENT SERVICE 


DEPARTMENT OF STATE—SOUTH ASIA 


JOHN A. LOFTUS, COUNSELOR FOR ECONOMIC AFFAIRS, AMERICAN 
EMBASSY, NEW DELHI, INDIA 


DEPARTMENT OF STATE—FAR EAST 


SAMUEL T. PARELMAN, SPECIAL ASSISTANT, TO THE ASSISTANT 
SECRETARY, BUREAU OF FAR EASTERN AFFAIRS 


OFFICE OF THE DIRECTOR FOR MUTUAL SECURITY AMERICAN 
REPUBLICS 


Cc. O. ROWE, ACTING PRESIDENT, INSTITUTE OF INTER-AMERICAN 
AFFAIRS 

RICHARD F. COOK, DIRECTOR, PROGRAM OFFICE, INSTITUTE OF 
INTER-AMERICAN AFFAIRS 


DEPARTMENT OF STATE—AMERICAN REPUBLICS 


EDWARD G. CALE, DIRECTOR, OFFICE OF REGIONAL AMERICAN 
AFFAIRS, BUREAU OF INTER-AMERICAN AFFAIRS 


Mr. Taner. We have for consideration this morning the chapter 
for Mutual Development and Technical Progress of the Mutual Secu- 
rity Administration. Mr. Stanley Andrews, who is the Administrator 
of the Technical Cooperation Administration, is here to explain the 
program to the committee. 

We will be glad to hear what you have to say, Mr. Andrews, in 


justification of the request which is submitted. 
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PROGRAMS MAKING UP THE CHAPTER 


Mr. Ouxty. Mr. Chairman, before Mr. Andrews starts, I would 
first like to thank you for rearranging the schedule and second to say 
that we are now dealing with programs in chapter IV of the legislation, 
beginning at page I-39 in the book before you under the title of 
“Nfutual Development and Technical Progress.’’ This breaks down 
into essentially two parts: One, the part which relates to the point 4 or 
technical assistance program; and, two, the balance relating to specific 
economic aid in several countries that goes beyond the point 4 concept, 
which we believe in special circumstances in the Near East is necessary 
to the accomplishment of American objectives. Dr. Andrews will go 
through the entire technical assistance program before we get into 
these special economic aid projects. We shall make appropriate cross 
reference when we reach a country where both types of assistance are 
proposed and tend to complement one another. 

I think with that introduction, | can turn the meeting over to Dr. 
Andrews. 

Mr. Cannon. Off the record. 

Discussion off the record.) 


Mr. Taper. All right, Mr. Andrews, you may proceed. 
TECHNICAL AssISTANCE PROGRAM 


Mr. Anprews. Mr. Chairman, with that explanation on the various 
categories, I will confine my remarks principally to the three items 
under A in the budget document and will say that $23 million of item 
B in A will be presented I presume by Dr. FitzGerald because that 
represents a Thailand and Philippine program of technical assistance 
which is being handled under MSA. So, my remarks will be confined 
to about $117 million requested for technical assistance in these areas. 

I think, however, in order to get this into the perspective and to tie it 
up with the other charts and material I have here, we will have to 
note that the whole chapter 4 here totals $426,763,500. TCA as 
such is not concerne at too much with that other except as it relates to 
our programs as they go forward in these various countries. 


REDUCTION IN ESTIMATES OF EXPENDITURES FOR 1954 


The request for this year is sharply less than we had last year. 
This less request in 1954 grows out of two factors—well, you might 
say three factors. One is that in the development of these technical 
assistance programs the first-year expense is usually a lot heavier 
because it requires certain equipment and certain types of expenses 
that back up the technicians and is all nonrec urring nature and for 
that reason we reduced our obi request from about $141 million 
to about $117 million this year. 

The big point I think to this whole presentation is the expenditure 
problem and in the expenditure problem on technical assistance we 
have a little bit different situation in that we cannot spend the money 
that you give us until first there is an overall agreement with the 
country on the ty pe: and general character of the program to be carried 
out. That is usually done through the Ambassador working with the 
Foreign Minister of the country. Usually, in that exchange of letters 
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the two countries agree to the general terms of cooperation. After 
that is done, there is a program agreement in which the two countries 
agree to carry out broad programs in specific fields as health or 
agriculture. They agree to putting up certain of their own money 
and agree to furnish certain supplies that will go into it and certain 
personnel and we agree to so much money. That is the agreement 
which obligates the money 

The expenditures then ac vetually are what we talk about when we 
say we have actually spent so much money. 


UNEXPENDED BALANCES 


I would like to call attention to the 2 years in which we have been 
operating. In the last 2 years the total appropriations—and that 
includes not only technical assistance but some of the multilateral 
assistance and other programs which are included in this title—we 
had a total amount of money to deal with in these 2 years of $575 
million. There was actually obligated in this subobligation process 
about $530 million and we actually spent or checks were written 
and the money has been taken out and goods delivered, about two- 
thirds of that. So, there is in our unexpended but obligated balance 
an amount of about $222 million. That is accounted for by about 6 
or 7 specific projects and specific cases. 

In one particular case there is $10 million which we will deobligate 

r withdraw from Burma. We are winding up the program in Burma 
iad we called back $10 million that was originally obligated to that 
country and it will be used to offset the appropriation request. The 
Palestine refugee fund totaled $44 million and it has not been spent. 
It represents an unexpended balance. The Egyptian program 
agreement which was only signed about 3 months ago with the Naguib 
government represents some $10 million and obviously we cannot 
spend $10 million in 3 months. That is not the way to go at it, 
but in this unexpended balance there is this Egyptian program which 
has just been recently signed. 

There is some $11 million in the Iranian program which has gone 
for specific long-time type of supplies that are slow in arriving and 
the checks or money has not been drawn against that. 

The biggest item in the unexpended balance is in India where there 
is $68 million of unexpended money, but under specific contract to 
American, German, and British and Indian firms to drill the tube wells 
that we heard so much about last vear. That was a very difficult 
program and they had very difficult international negotiations in 
making those contracts. There was a lot of trouble in getting down 
to the details of it and a lot of competition among the various drilling 
firms. Only recently has that contract actually begun to operate. 
There has been drilled now up to this time and put into water produe- 
tion in India 62 tube wells. There have been about 100 holes drilled 
and there is about 2,000 of these tube wells involved in this $68 million 
here of unexpended balance. 

The same situation almost holds for Pakistan where the agreements 
were late being signed and where the work is just now within recent 
months under way. 
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RATE OF OBLIGATIONS AND EXPENDITURES 


Now there are a couple of charts here to which I would like to call 
your attention. [Points to charts.] Here is the line on the author- 
ized subobligations and expenditures as it now stands and the rate 
of expenditure. As you will note there, the green line is the expendi- 
ture rate and it is moving almost identical with the contract rate. 

Mr. Taper. What is the red line? 

Mr. Anprews. The red line is the obligation. That is the overall 
obligation. 

Mr. Taser. What is the middle one? 

Mr. Anprews. Subcontracts—actual contracts for materials are 
contracts on specific projects. In other words, that money has 
actually been obligated for specific purposes. We have told someone 
we are going to buy this, but the money has not been drawn against 
it. 

Mr. Taser. Does that red line represent firm obligations? 

Mr. Anprews. Yes, sir. 

Mr. Taper. Is the contract for a specific job? 

Mr. AnpreEws. Yes, sir. The expenditure line reflects our rate of 
expenditure in 1953 which was in the amount of $117 million, which 
is almost the expenditure rate or exactly what we are asking for, for 
1954. 

We have tried to build up this program and this request on the 
basis of the congressional admonition last year that we were supposed 
to have a long-range slow-moving basic type of a program, and it 
has moved forward in a general way slowly. Our object is not just 
to spend money, but primarily to get men and material out in accord- 
ance with carefully planned programs. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Gary. Did not the President state in a speech a short time ago 
that if we could secure peace, we were willing to spend a substantial 
part of the money we are now spending for war among the less favored 
nations in an effort to raise the standard of living and promote peace 
in the world? 

Mr. AnpreEws. Absolutely. 

Mr. Ounty. He certainly did. Mr. Andrews, I think you mis- 
understood the question of the chairman when he referred to the red 
line. You said that it represented firm contracts for goods. 

Mr. Anprews. No, not the red line. The red line is simply along 
this line: When we worked out the program in Pakistan we agreed to 
have placed into the technical assistance program in Pakistan $10 
million and Pakistan agreed to put $10 million of their own money. 
We then decided together the type of program which would be carried 
forward and one of them, for instance, was an agricultural program 
involving some fertilizer. That is found in the blue line or the sub- 
obligation factor where you have made a definite contract and 
delivered some fertilizer and delivered some plows and delivered 
technicians. We have probably 40 or 50 technicians in Pakistan. 
The technicians were not there when the red line was set up. 

Mr. Onty. The obligations represented in the red line represent 
in some cases contracts for goods and services. In other cases they 
represent the consummation of an agreement with the foreign govern- 
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ment under which we put up certain money and they put up certain 
money, and the actual contracts for goods may not take place until 
later—they are reflected in the blue line. 

Mr. Gary. What is the green line? 

Mr. Anprews. That is when we pay for the goods. 

Mr. Gary. That is expenditures? 

Mr. Anprews. Yes, sir; that is expenditures. 

Mr. SranpauGu. This is strictly bilateral agreement between the 
United States and the Government of Pakistan. 


DISTINCTION MADE IN TYPES OF PROGRAMS 


Mr. Anprews. This other line is an illustration of the difference 
between the types of programs. As the chairman well knows and the 
committee well knows we are administering what is in effect an eco- 
nomic aid program of a commodity type to Israel. I would say 95 
percent of the money that goes into Israel is of a commodity type in 
the form of cotton, petroleum, and that sort of thing, and that is 
merely to show that where you have a commodity-type program and 
you are buying things, and moving them, the expenditures and obliga- 
tions run right along together. That is merely an illustration. 

Mr. Pancoast. This represents the recruiting of technicians which 
sometimes takes 6 to 8 months before you actually get them on the job. 

Mr. Outny. I think this is a good point to bring out for the benefit 
of the committee: In past years, in the Near East and Africa, and 
Latin America, and Asia, no distinction was made in the authori- 
zation of appropriation, or in the administration of these programs, 
between what was technically the Point 4 progree and the variety 
of special types of economic aid, such as aid for Israel and certain 
special economic aid to India. This year, in the way we are presenting 
it, we have made a sharp distinction, in our presentation and in our 
figures, between point 4 aid—so you could look at that as such—and 
these several categories of special economic aid which supplement and 
complement point 4 aid in those countries where it is important to 
do it. So, these figures that we have here, to some extent, reflect a 
type of program which is different from point 4 and which this year 
will be justified separately. 


ANALYSIS OF OBLIGATION AND EXPENDITURE FIGURES PRESENTED 


Mr. Taser. This chart does not amount to anything except for the 
green line; does it? 

Mr. Anprews. That reflects the actual situation. 

Mr. Taser. You have a straight line drawn up there on obligations 
and I would think that red line is just a dream. This contained in 
the red line is another dream, as to what you imagine you can do. 
You do not even have it over to the point where you actually pro- 
gressed on the 30th of June. 

Mr. Pancoasr. Yes, sir; we have. That is the exact figure. 

Mr. Taser. Is it near that figure? 

Mr. Pancoast. Yes, sir; it is exactly. 

Mr. Outy. These were exact obligations and expenditure figures to 
the 30th of June. Beyond that, of course, they were projections. 
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Mr. Taser. Let us see what I meant when I said “dream.’’ Mr, 
Murphy furnished us these figures and they indicated— 

Mr, Cannon. What are you reading from, Mr. Chairman? 

Mr. Taner. A table which Mr. Murphy furnished. The revised 
estimate for June showed $132,618,000 expended for these same items 
that you now tell us $117 million was expended. 

Mr. Pancoast. They are not the same items, sir. The MSA 
programs are in that, sir—the Thailand and the Philippines. Mr. 
Murphy’s figures included Thailand and MSA, which is up here. 
$23 million of that is involved in there. 

Mr. Anprews. | apologize for that, but this is the way we were 
ordered to put it together. 

Mr. Taser. What does this $117 million cover? 

Mr. Anprews. That covers the expenditures for the TCA program 
in these countries. 

Mr. Taser. It means in ABC? 

Mr. Anprews. Yes; ABC, with the exception of the Philippines 
and Thailand which are MSA and that is a different figure. That is 
$23 million and should be deducted from the third line there in order 
to get a reflection. This is the actual amount taken from the books 
which involve expenditures, authorizations, and so forth, and that 
chart is made from that. 

Mr. Taser. This is an overall picture. This does not hit the same 
items that we have here on this page? What does the first column 
on this sheet which you have handed us mean? 

Mr. Anprews. You mean the one after “International develop- 
ment’? That is the expenditures in 1952, sir. 

Mr. Taser. That is the 1952 expenditure? 

Mr. Anprews. That is right, or authorization and subobligation 
expenditures. The second column represents the 1953 authorization, 
obligations, subobligation expenditures which are cumulative for the 
Z vears 

Mr. Taser. The whole of the second column is cumulative? 

Mr. ANprews. Yes, sir. 

Mr. Taser. What does the third column represent? 

Mr. ANprews. That is the combined figures of the three. 

Mr. Pancoasy. It is the projections. 

Mr. Taser. It is the projections into 1954? 

Mr. Anprews. That ts right. 

Mr. Taner. That is the projection of what you hope to have 
available? 

Mr. ANprEws. That is right. 

Mr. Taser. And indicates what vou are hoping to have? 

Mr. Anprews. The cumulative would run to $407 million. 

Mr. Taser. You say $407 million and you further say you are 
asking for $117 million; $117 million and $292 million make $409 
million and you have a figure of $407.9 million. 

Have vou actually obligated $290 million? 

Mr. Pancoast. Mr. Andrews, I believe I can explain that. The 
$117.2 million asked for is the difference between the $290.7 million 
and the $407.9 million. The $292.5 million has not all been in fact 
obligated this year. 

Mr. Taser. The $292.5 million has not all been obligated? 
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Mr. Pancoasr. That is right with the exception of about $2 million. 
There is a small lapse there. 

Mr. Taser. Your obligation figure of $290 million is really not 
obligations at all; it is just a kind of an allotment to these different 
jobs? 

Mr. ANprReEws. It represents a signed agreement between us and a 
country that we will spend and are prepared to spend that much 
money in the country. The United States is committed, so far as 
the money is concerned. 

Mr. Gary. That is, provided they match it? 

Mr. ANpREws. That is correct 

Mr. Taser. But you can cancel it out any time? 

Mr. Anprews. You can when they do not match it. I think, 
however, if we just arbitrarily canceled it out we would be in trouble 

Mr. Onty. You could not do it. In all the countries in the Near 
Kast we have firm obligations pursuant to agreements signed by 
those countries, and the agreements themselves incorporate the 
nature of the contributions made by the host government to the 
particular program. Negotiations preceded the actual signing of the 
agreements—the agreements when signed became a firm obligation of 
the United States. 

Mr. Taner. I would like to read from the report which Mr. Nugent 
made last fall: 


This condition results in large amounts of money on the TCA books set up 
as obligations though such charges may not actually be encumbered or liquidated 
ip to 2 or 3 vears hence and in some instances entire project cancellations may 
occur. For example, in fiscal year 1952 TCA allotted $10 million to the Pakistan 
program and in the fiscal year 1953 an additional $10 million was allotted to this 
same country’s program, Yet, as of early December 1952, none of the fiscal 
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vear 1952 or 1953—operating allotments had been obligated, even t 
project agreements had been written with the Pakistan Government In other 
ords, approximately $20 million was allotted to Pakistan and the program ha 

vet been launched. It is suspected that in spite of this condition fiscal vear 
1954’s estimate will contain additional amounts for Pakistar Therefore, TCA 

akes continual requests for appropriations and in Many instances for the same 

intry, even though appropriations and subsequent allotments for former vears 
Imay not have been encumbered as of the date of the request for the 
appropriation 

Mr. Anprews. That is absolutely right, sir, and the whole thing 
grows out of the nature of this program. If you just go into a coun- 
try and say we will spend the money, you can do it without difficulty 
but you must require, I think, for the benefit of everyone concerned, 
that they put up some of their effort and money; that they put them- 
selves in shape to make this genuinely a self-help program rather than 
a handout program 

It appears that we have had about everything in the world to 
happen in the Pakistan program. We had one country director to 
crack up and the Pakistan Government has changed and all sorts of 
things and only within the last 3 months, Mr. Chairman, have definite, 
firm, genuine commitments been made. I might say this: We 
refused to sign these agreements and start this off until Pakistan was 
in a position to share the cost. 

I was in Pakistan about 3 months ago and I spoke to the Minister 
and I said: ‘Until you put your money on the line, we are not going 
to do a thing.’’ They were wanting some fertilizer from this country 
and I said, “When you are ready to make vour contribution we will 
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be ready to help you,” and 2 days later they contributed 32 million 
rupees and we went ahead with the program and the fertilizer is on 
shipment to Pakistan. 

There is a fertilizer program, or an agricultural program, on an 
irrigation project, and it is just now begining to move. I do not 
know any other way to run it unless you have a program in which 
they will do some of the work. We cannot go in there and run their 
things for them. 

Mr. Taser. This is supposed to be a technical-assistance pro- 
eram? 

\ir. ANDREWS. Yes sir 

Mr. Taper. Now it turns out that it is a construction project? 

\Mir. ANpREws. No, sir; it is not, sir. The Congress last year 
laid down pretty stringent rules on how this program should be 
operated. In the first place, you do not dare send just a man out 
only to advise. If you send a man out to advise, you had just as well 
keep him at home, because they have all kinds of advice. He must 
have a certain amount of supplies to start something with and most 
of these countries do not have the simplest thing to start with. You 
need a certain amount of supplies to back up this technician. 


EXPENDITURES FOR SUPPLIES IN RELATION TO EXPENDITURES FOR 
TECHNICIANS 


We have a chart here which shows in 1952 we spent $8 for supplies 
for each dollar spent for technicians, taking very careful thought on 
what Congress told us last year that you wanted us not to go beyond 
$4 for each dollar of supplies, in 1953, we spent $3.50 for supplies for 
each dollar spent for technicians, and in the projected program for 
1954—the one before you—we have $1.50 for supplies for each dollar 
for technicians. That is one reason why it is $117 million which we 
are asking for rather than $150 million because we are holding this 
down and insisting that this business of charges to the supply went 
only to the extent which you needed it to start a program. 

We bought some fertilizer for Pakistan last spring—and we are 
buying some fertilizer this year—and that is being distributed to small 
cultivators throughout that country, and it is assigned and is going 
up on that cultivator’s piece of land. There is a fertilizer demonstra- 
tion between the United States and the Pakistan Government on 
fertilizer and the use of fertilizer. The test this last year showed for 
each dollar the little cultivator—the big cultivators have always had 
this—but the little fellow, that is where you are going to raise this 
production—for each dollar of expenditure for fertilizer he received 
$4 back in increased production. The only way you can get away 
from Pakistan—and we are referring now to Pakistan specifically 
coming up here maybe next year for another $100 million worth of 
wheat—is to tackle this production problem out there. 


DECREASE IN GRAIN PRODUCTION IN PAKISTAN 


This is a country which used to produce grain for export, where 
we have turned around and given them $100 million worth of wheat to 
keep them alive. If the technical-assistance program means anything, 
it has got to attack these things which that country needs. 
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Mr. Taser. When was the last export of wheat which they made? 

Mr. ANprews. They exported 300,000 tons of wheat to Japan in 
L950 

Mr. Taser. And their wheat production has gone down? 

Mr. ANpREws. Yes, sir. 

Mr. Taper. Why has it gone down? 

Mr. ANpDrews. It has gone down for quite a number of reasons 


One reason, sir; and | am going to be frank about it, I think was the 
sult of their pricing policy on wheat, which is not conducive to mak 


armers grow it. Another reason is that they have had the water 
that comes down the Ganges and the Indus Rivers, and the monsoons 
have not dropped as much water The irrigation water that comes 
down the Indus and the Ganges has been low and they have not had 
nough water to go out into the field. There has been a drought 


Mr. Taser. You mean that they have overloaded these irrigation 
projects to the extent that they have not the water to take care of 
them? 

Mr. ANprews. The volume of water that normally comes down 
from India through the Ganges and the Indus Rivers has not been 
coming, and there is a big political argument there. Some say the 
Indians are diverting it and some say there is not that much water 
ip there. 

The other factor is that 30 years ago in the laying out of these 
irrigation systems in the Ganges, they laid them out on the old 
Egyptian plan where they had no drainage ditches, and they are 
losing about 30,000 acres of land in the Indus and Ganges from salting. 
In those basins the rainfall is about 2 inches a year, so you have to 
have irrigation water. One of the projects in this deal is to attack 
this salting problem. We had it 20 or 30 years ago but we have licked 
it in this country, and we are gomg out with some demonstrated 
systems this year to tackle this salting problem. It is perfectly possible 
that the whole Indus Basin could become a desert if that is not stopped 
A good part of this money is going to attack that problem. 

Mr. Forp. That is 30,000 acres out of how many acres total? 

Mr. ANprews. About 1,900,000 in the Indus. 

Mr. AnperseN. You referred to 30,000 acres a year going out on 
account of salinity? 

Mr. Taser. You mean there is 1 million acres of wheatland 
involved? 

Mr. ANprews. More than that. The total is about 3 million 

Mr. eee a There is 20 million acres of irrigated land in all of 
Pakistan and 52 million acres of cultivated land. 

Mr. TABER. ‘had 1 million acres would not produce over 30 million 
bushels of wheat, probably, and that would be a little less than 

million tons. 

Mr. Pancoast. We are giving them 1 million tons this year. 

Mr. Taser. I know; but they al have had more production 
than that. 

Mr. ANprReEws. Oh, yes; they have had large production. 

Mr. Pancoast. The production is between 5 million and 6 million 
of various grains. 

Mr. Taser. How much did you say they exported in 1950? 

Mr. Anprews. 300,000 tons. 
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Mr. Taser. That would only be about 10 million bushels, is that 
right? 

Mr. Anprews. That is right. It does not amount to much but it is 
pretty much when you do not have it. 

Mr. Taser. You may proceed with your statement, Mr. Andrews. 

Mr. Anprews. Unless there are questions on the chart I will pro- 
ceed to the next item in my statement. 


NUMBER OF TECHNICIANS, 1952 AND 1954 


[r. Rooney. I would like to ask a question about the chart at this 
time. 

With regard to the chart in relation to funds for supplies and equip- 
ment and technicians, would you give us the comparison between the 
number of technicians in 1952 and in 1954? 

Mr. SramBauGu. I do not believe we have it comparatively. 

Mr. Rooney. I am referring to the other chart 

Mr. Taner. What is the red line? 

Mr. PANCOAST. That is supplies and equipment; dollars spent for 
) ipplies and equipment, 

Mr. Rooney. You have it on the chart in number of dollars 
expended. J should like to have it in number of technicians? 1] 
want the comparison of numbers of technicians between 1952 and 
1954 

Mr. Anprews. I have a chart on that, but I do not have it with 
me, but I believe I have one here which will give that information. 

In all areas on June 30, 1952 we had 945 individual technicians 
and as of May 31, 1953 we had 1,270. In the projection for 1954, 
as of June 30, 1953, we had 1,419. We have other types of technicians 
who are called contract technicians. The way that works out we 
have consulting engineers and firms that do specific things rather than 
having one of our Bureau members or general technicians to do it, 
We contract with firms to supply the service. 

Mr. Rooney. Does this chart include the technicians with contract 
firms or does it include both? 

Mr. AnpreEws. No, sir, not contract firms. The proposed pro- 
jection of technical personnel, United States Government, is 2,081 
for 1954 and 429 for the contract personnel, making a total of 2,510 
people in the whole field 

Mr. Roonry. The comparative figure was 1,084? 

Mr. Pancoasr. Plus, another 20 percent for contract employees. 

Mr. Ouvy. I think you were incorrect in saymg the contract 
technicians are not included in that; they are included in that chart. 

Mr. ANpreEws. | am sorry. 

Mr. Rooney. | think it would be fair to sav it has about doubled 
as between the coming year and the past year? 

Mr. ANDREws. Yes, sir. 

Mr. Taser. How many people do you have on the roll right now 
in this field? 

Mr. ANprews. The last actual count was 1,578. As the Chairman 
knows, there is a recruiting program going on. There has been a great 
pipeline of personnel requested which bas to go through security clear- 
ance and it takes time to do that. 
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ut Mr. Taper. You had authorized 2,300 on May 31 according to 
you own statement and you had on the roll 1,544? 
IS Mr. ANprEws. That is correct. 
Mr. Tanger. And that 65 percent, approximately, is what you were 
s supposed to have? 
)- Mr. Anprews. That is right. 


Mr. Taser. And you have the United States Embassy support, 
139. That seems to be all filled up. 
Mr. AnprEws. That United States Embassy support is bookkeep- 
ing transportation work and 
7 Mr. Taser. That is just as much bookkeeping support as you should 
have if vou had the full number on the roll. 

Mr. ANprews. I would say that the Embassy support has got to 
increase as the people get out. 

Mr. Taner. You mean that 10 percent is not enough for book- 
keeping support. 

Mr. Anprews. This is a great deal more than just bookkeeping 
support; it is administrative support, health support, housing prob- 
lems, and a whole series of other problems, communications and health. 

Mr. Roonry. Backstopping. 

Mr. ANnprews. The communications are handled through the 
Embassy. 

Mr. Taner. And when they write a letter, I suppose it is sent by 
airmail only if they cannot send a telegram? 

Mr. ANDREWS. Since the new teams came in, we have had instruec- 
tions so that we have cut down the telegraphic item very substantially 
since then, 35 percent of what we were doing 

Mr. Rooney. You had no instructions when Mr. Hoffman was 
head of it? 

Mr. ANprews. I do not know about that. 


EXPENDITURE POLICY IN BURMA 


Mr. Taner. Are you the fellow that told Burma that you did not 
approve of saving any money last year? 

Mr. ANDREws. No. 

Mr. Taser. That they had to go ahead and spend everything that 
was in sight and additional allotments before the first of July of this 
year. 

Mr. AnprEws. No, sir; I had nothing to do with Burma last year. 

Mr. Taser. Who had? 

Mr. ANpDrews. The MSA administration had Burma last year 
[t was turned over as of July 1 of 1952, and we had a rather unpleasant 
task—but it turned out to be a very nice task after they got it going; 
it did not set too well before 

Mr. Taper. Somebody raised the ante, boosting them up 50 
percent, and told them to spend all the money in the fiseal year 

Mr. Outy. Mr. Hayes has the Far East, and perhaps he is the 
one to speak on that, Mr. Chairman. 

Mr. Hayes. If you want the full story, Mr. Chairman—I was in 
this country at the time that took place—I think you should have 
somebody who was there to tell you the full story on this, and | 
suggest we call in Mr. Clay, who is outside. 
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Mr. Ouxry. This is Mr. Eugene Clay, from MSA, and I wonder: 
if you could just restate your question to him, Mr. Taber? 

Mr. Taser. Mr. Clay, you were in charge of Burma last fall or 
winter? 

Mr. Ciay. No; but all the people that were in charge were, of 
ourse, under my direction for the transfer program into TCA; | 
was given responsibility by the MSA to consummate the actual 
transfer of both programs 

Mr. Taner. Did there come a time somewhere between the first of 
November and the first of the vear when the person in charge of the 
Burma picture reported to you that after taking care of all the require- 
ments that he knew of, and that the Burma folk knew of, there would 
be a considerable saving in the allotment that had been given to them? 

Mr. Ciay. In May of 1952, as is normal in the office, I had a status 
report on the program, as to the status of firm requests and of obli- 
gations, and what could be expected during the course of the rest of 
the fiscal vear 

At that time, on the basis of the report of the desk officer and my 
own examination, | recommended that the Burma program be reduced 
by $5 million. That was not in terms of the desire of the Burmese at 
all; it was in terms that the planning had been somewhat delayed. It 
was felt that the money could be more effectively used in the subse- 
quent year. At the same time we had outstanding firm requests from 
Formosa which could move forward in the fiscal year 1952 and push 
this up to 1953. I had recommended at that time that we anticipate 
Formosa’s needs, and delay certain planned expenditures in Burma 
by $5 million. 

Mr. Taser. So you cut it $5 million? 

Mr. Cray. No. 

Mr. Taser. You increased it? 

Mr. Cray. No; it was left the same. That followed the decision 
of the Congress, that programs such as these in Burma, and countries 
that had not met certain commitments on the military side, should 
be transferred to the TCA Administration. 

In the course of that transfer it became evident that the Burmese 
Government was extremely upset about the transfer and about the 
possible reduction in the program; therefore the decision was made 
by the agency, in consultation with the Department of State and the 
TCA, to review the transfer and review the political situation, and 
to obligate the full amount of funds planned for Burma for the type 
of things which were needed in Burma, based on requests from the 
Burmese and engineering studies that had taken place. The full 
amount of money—and I may be off some, because I have not gone 
over this fer many, many months, some $200,000 to $300,000 was 
obligated. All of the major obligations were cleared with TCA, and 
the full amount of money transferred over, the State Department, of 
course, providing the policy guidance on the obligation of the funds. 

Mr. Taner. And you did not raise the amount? 

Mr. Cray. We left it at the planned figure, Mr. Taber. In other 
words, instead of reducing it by $5 million, which would have been 
in the normal course, if MSA continued to administer the program. 

Many problems arose and reaction in Burma, as | stated—and | 
cannot speak for the State Department —was such at that time they 
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id there would be a very serious political repercussion in Burma if 
his transfer were made and there was a reduction in the program 

I might say, Mr. Taber, that it has been some time since | worked 
on this program. 

Mr. Taner. I guess we will have to get the information from 
someone else. 

Mr. Cuiay. I was responsible; but it has been a year since I hav 
had any thing to do with Burma. 

Mr. ANpERSEN. Do you know the Burma program pretty well? 

Mr. Cray. In the vears past. I have not worked with it in th 
last vear. 

Mr. ANperRsEN. Did our Government aid in the establishment of a 
sawmill that cost in the neighborhood of $200,000, or thereabouts? 

Mr. Cray. We obligated funds for mills for demonstration purposes, 
but I do not remember the amount after this time 

Mr. ANDERSEN. Approximately $200,000 is my information. Do 
vou know if that is correct, Mr. Andrews? 

Mr. Anprews. | will be glad to find out 

Mr. AnperseN. Furthermore, on that point, is it not a fact that 
that particular sawmill was closed down? 

Mr. Roonry. What sawmill are you speaking about; there were 
about eight, were there not? 

Mr. Anpersen. | am talking about 1 particular sawmill costing 
around $200,000. 

Furthermore, it has come to my knowledge that that particular 
sawmill was closed down because the Burmese Government felt that 
it was too efficient, and putting too many of their own people out 
of work, and consequently they went back to the old method of 
sawing logs which did not meet the specifications. 

I would like, Mr. Andrews, if you will give me a report on that 
sawmill. 

Mr. Anprews. I will take it up with the Director from Burma and 
will have a typewritten statement to you this afternoon on it. 


SUPPLIES AND EQUIPMENT 


Mr. Taper. I notice that the justification here shows that for the 
Near East and Africa, 28 percent of the money is for supplies and 
equipment. 

Mr. Anprews. Yes. 

Mr. Taser. Whereas for Asia and the Pacific it is 72 percent fo 
supplies and equipment; for South America, 47 percent. If this is a 
technical assistance job, why is it that we do so much construction 
work? 

Mr. Anprews. That figure is beyond me, Mr. Chairman, unless 
we are—this is for the 1954 justification? 

Mr. Taner. That is correct. 

Mr. AnpREws. 1954, and thus includes all the specific economic 
aid, and this is merely the technical assistance. You have in this 
the entire $94 million special economic aid, and I think the answer 
is this was put down here for the Congress to see that is for supplies 
and equipment and that down here [indicating] is the economic aid 
for Tran, the [Arab] States, and on down under (d) here is the India- 
Pakistan. 











Mr. Taper. Very well; you did not have that? 

\ir. ANpRews. I am not discussing that at this point. 

Mr. Taser. The book here shows that they had $72,700,000 

Mr. ANDREWs. $72,100,000, is it not? 

Mr. Taper. $72,737,000 for the Near East and Africa, and for 
the American Republics 

Mr. ANpDREws. Yes. 

Mr. Taser. And you told us you spent $117 million. How did 
vou spend $117 million out of $72 million? 

Mr. ANpREws. You see, you have got the Near East and Africa, 
the total amount is there. 

Mr. Taser. Near East and Africa is what you said you were going 
to justify and Di. FitzGerald was going to handle the $72 million for 
Asia and the Pacific. 

Mr. ANprEws. No; $23 million and $72 million. The $23 million 
of the $72 million represents the program in the Philippines, in 
Thailand, which Dr. FitzGerald will justify. 

Mr. Taser. I see. 

Mr. ANpREws. Then we will just proceed to the next chart here. 

When you tran late all of the total costs of these programs, and then 
back that up against the equipment in this country, not including 
personnel, with the local costs of all kinds, you can see that the equip- 
ment factor goes back—the yellow there is the equipment factor and 
when you take the total cost of the program 

Mr. Gary. And the green is the 

Mr. ANprEws. The green is the supply. When you take the total 
cost of the program—then the chart shows the technicians in the 
field, and the supplies in the field, but the people were on the payroll, 
and you have the local cost, the housing costs. All of that is shown 
on the chart, which presents aa entirely different picture, if you will 
note by that chart {indicating}. 


CONTRIBUTIONS BY HOST COUNTRIES 


Now, we will turn to the next chart. There is an important factor 
in this, and I referred a while ago to Pakistan. ‘This shows the part 
that they themselves are willing to put in in the way of money, in 
these projects, and the extent to which they are going into it. And, 
of course, the object is to use the money to spark a program with the 
hope that they will increase their interest and in time will take 
them over. 

In 1952 the host country put in $147 million of their own money 
against our $141 million. And during this past year they paid in 
$247 million against the $141 million of ours. 

In 1954 there are already pledges in prospect of $306 million against 
$200 million. 

Mr. Forp. Referring to this blue figure, does that include the per- 
sonnel cost, including technicians? 

Mr. ANpreEws. That is the personnel, supplies, and everything that 
goes into the program. 

Mr. Forp. In other words, that figure includes whatever is put into 
9 
Mr. ANprews. Yes. 

Mr. Forp. It is an inclusive figure? 
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Mr. Anprews. That is right; it includes supplies, where they put 
their money into it, personnel and supplies. 

Mr. Gary. Does that blue line include the Washington expendi- 
tures, or does it represent just the field expense? 

Mr. Anprews. No; it does not include Washington expenditures. 

Mr. Gary. Only field expenditures? 

Mr. Anprews. Field expenditures. That blue line does include 
the specific economic acid in 1954 for India, Lran, and Pakistan, which 
. will talk about a little later. 


AVAILABILITY OF TECHNICIANS 


Mr. Gary. Are you having any trouble getting sufficient technicians 
now to man these programs? 

Mr. Anprews. I would not say it was difficult to get these tech- 
nicians, but it is difficult to get the right type of people. There are a 
lot of technical people, but they are not always the people we want 


on this job. And it is a little bit more than just getting good tech- 
nicians, and finding a fellow who is willing to pick up and move his 
family into a strange country, and under strange conditions, and also 


there is another factor that is very hard to overcome—and I am not 
being critical about it—but when you get a man on the list, and get 
him interested, it may take 6 or 7 months before he can get going on 
the job, due to the mechanics required in processing the fellow, getting 
him out, so that we do not always know that we will get the person 
we go after. 

Mr. ANprersEN. And these technicians are doing pretty much of a 
demonstration work? 

Mr. Anprews. Yes; they are sent out to the villages and work 
with the villagers, and some of the people from the Umited States. 

Mr. ANDERSEN. They do pretty much the type of thing that some 
of the county agents do? 


Mr. Anprews. Yes, county agents, public health officers—we have 
a breakdown of that here—this shows the breakdown of the voca- 
ional agriculture teachers, and indicates the type of school ching, 


and generally the sort of thing that is done in the villages. It is 
this shows pretty much the personnel engaged in agriculture, public 
health, education, and other activities. 


PROGRESSIVE CHANGE IN CHARACTER OF PROGRAMS 


There is one other comment I would like to make before I close, 
and that is that the character of the programs change somewhat 
as they move forward. 

In the early part of the program it was very obvious with the world 
so short of food in the different countries to hit agriculture hard, and 
we did hit agriculture hard; we placed the major emphasis on agri- 
cultural activities. 

The next major emphasis was placed on public health, and then 
later, education. 

But growing out of this whole effort has come an interest on the 
part of these countries in utilizing their own natural resources, and so 
there is an increased amount of personnel being requested for mineral- 
resources development and exploitation, for the exploitation of certain 
of the natural resources, and industrial activities. 

35928—53-———15 
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And then there is another point, and that is the growing demand for 
people who are skilled ip industrial technique, in macagement io indus- 
try, ¢ nd that sort of thing. 

So, the program is shiftmg. Then we have another chart which 
gives you an idea of some of the shifts that are being made. 


ASIA AND THE PAcIFIC 
INCREASE IN PERSONNEL 


Mr. Taser. If the committee will turn to pages 43 and 44, you can 
get a little better idea of what they propose to do. In that particular 
part of this program, under the latest account we have, you had 243 
people, and you are asking 621, from Afghanistan down to Pakistan. 

That is a very big increase in personnel; it does not sound reason- 
able. 

Mr. Anprews. I can tell you why we have more people in these 
countries 

Mr. Taser. Let us go right down the list. Total positions filled- 
this is May 3l1—and the statement that was given us for Afghanistan, 
17. 

Mr. Anprews. Requested, 51. 

Mr. Taser. Requested, 51. 

India, 116; requested, 245: Indonesia, request 137, and you have 48; 
Nepal, the request is 25, and you have 10; Pakistan, request 163, and 
you have 52. 

Mr. Anprews. That is right. 

Mr. Taser. This sounds like a pretty elaborate increase in per- 
sonnel, without much justification for it. 

Mr. ANprews. I might say that of the number, that of all the 
people listed, they have been requested by the various governments 
for specific outfits; the requests have been wired back here and we 
have started in on the recruitment of those people to meet the request. 
There is a great number of people in the so-called pipeline, going 
through the security screening—I do not know the exact figure, but 
it runs into the hundreds, in this so-called recruitment pipeline. 

This project is based on the actual programs that are going forward 
and are working. 

| might say that we never reached the total amount requested this 
last year, and | think it was a pretty fortunate thing that we did not 
reach the total objective this year, because it meant that we must 
have people of the right kind, and they must have a job to do when 
they get there, and one of the requirements is that when the man 
gets there, there is going to be work for him. 

Mr. Taser. Your authorized positions were something in the 
neighborhood of 360, and you only had 243. 

Mr. ANprREws. Yes. 

Mr. Taser. So it looks like the program has a great deal of ambi- 
tion in it yet. 

Mr. ANprews. Well, it may be, but we have tried to move care- 
fully in order to know what we are doing. 
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TYPES OF PROJECTS 


Mr. Taper. By referring to page 44 we can see what you are pro- 
posing to do with the money. 

Mr. ANDREws. Yes. 

Mr. Taper. There you have a breakdown by different types of 
projects. 
_ Mr. Anprews. Yes. 


AGRICULTURE, FORESTRY, AND FISHERIES 


Mr. Taser. You have the actual figures in there for agriculture, 
forestry, and fisheries of $21,931,000. 

Mr. ANDREWs. Yes. 

Mr. Taper. As against $50,864,700 in 1952, and $39,448 400 for 
1953. 


Mr. ANDREws. Yes. 
HEALTH AND SANITATION 


Mr. Taser. And then for health and sanitation you request $6,670,- 
800. What are they to do? 

Mr. Anprews. That primarily is a basic attack on diseases growing 
out of bad water and insect carriers. In other words, malaria and 
dysentery. And the principal factor back of that attack is because 
of the great effect it has on the productivity of the people. 

There are villages in India, in Burma, and in Pakistan, and all 
over the Middle East, where, at some time of the year, the entire 
village is taken down with malaria. That is due to the mosquito. 

Mr. Taper. Have you done anything to clean it up? 

Mr. ANDREws. Yes. 

Mr. Taper. What have you done? 

Mr. AnpreEews. That is what I was coming to. There were 4,000 
cases of malaria in a village, or about 80 percent, and within 1 year of 
combined attack on malaria we have reduced the average to 20 percent 
incidents, and in 1 village to 5 percent. 

In one area where we have reduced malaria, the production in that 
area has increased from around 15 percent to 40 percent, and usually 
that occurs during the monsoon season, when the crops are being 
planted or harvested is when the people get the malaria. 

Mr. Gary. What about trachoma? 

Mr. Anprews. Trachoma in the Middle East is terrific. And I 
might say unless you can lick trachoma in the Middle East, there is 
no use talking about industrial activity in that part of the world. 

Blind people simply cannot handle modern cars, railroads, and 
electrical equipment. 

Mr. Fenton. Just what are they doing? 

Mr. ANprews. With reference to the treatment? 

Mr. Fenron. Well, malaria, what are the doctors doing? Do they 
actually spread the DDT powders? 

Mr. Anprews. The way it is handled is that we have a unit, 
say, of two health doctors, combined with the local health people in 
the country, and they actually spray the DDT, and they go into the 
local areas, and working with the local health people, and the villages, 
teach them how to use it. 
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Mr. Fenron. What does the World Health Organization do? 

Mr. Anprews. The World Health Organization—we are combining 
our efforts with them. 

Mr. Fenron. They have a health program; I know they are sup- 
posed to be doing that 

Mr. Anprews. Thatisright. What they are doing is mostly in the 
way of demonstration, and they supply some of the brains. 

For instance, in Iran, the health program is a joint program between 
the World Health O rganization and the TCA, and the Iranian Govern- 
ment 

In Indonesia the World Health Organization officer is really the 
director of the whole Indonesian program, which is combined with 
us, and they go out and work in teams throughout the districts. 

Mr. Fenron. That is the point I wanted to bring out. 

Mr. Fryer. Last year in Iran we sprayed 12,000 villages for maiaria, 
The Government furnishing the labor, with 300 trained men, 30 teams 
of 10 each. We provided the DDT; the Iranian Government provided 


the men. We furnished also a sanitary engineer. The villages 
cooperated in all this project and provided an ideal example of a 
cooperative ,project. It was so designed to have Iranians get the 


training, and to be able to take it over in the future. 

We had the services of one of the WHO’s most competent 
malariaologists in the international field, who led this particular opera- 
tion. 

Mr. Fenron. I know India was very much interested when I 
happened to be over in Geneva at the first convention. 

Mr. Fryer. Yes. 

Mr. AnpDkEws. When we get into the India program, the specific 
items, you will see the drive that is going on in India to rid India of 
malaria within the next 3 years. They are losing the services of about 
3 million people a year 

Mr. Fryer. With reference to trachoma—the trachoma situation 
in Iran—there is one city known as “‘the city of the blind” where the 
incidence of trachoma averages 80 percent. 

We now have a cooperative project in that village, with the Govern- 
ment of Iran making tests. We do not know yet how successful it is 
going to be, but it does combine clinical treatment with sanitation, 
draining of pools, and eliminating some of the focal points of infection, 
and training people to work in the villages in cooperation with those 
who are directing the program. 

Mr. Fenron. You mentioned dysentery. What are they doing 
about dysentery? 

Mr. Anprews. Providing sanitary water. They are drilling wells, 
and a good deal of this money is for that purpose. 

Mr. Fenton. Is any progress being made? 

Mr. Anprews. Yes. They are drilling wells and most of the wells 
are being drilled by their own people. We supply a little equipment. 

Mr. Fenton. W hat is the incidence of dysentery? 

Mr. Anprews. It is endemic. There will be times when a whole 
village will break out with dysentery as a result of not having proper 
water. We have descriptions of villages washing their clothes in a 
pool, and then using the same water for making tea 
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PREPARED GENERAL STATEMENT ON OVERALL TECHNICAL ASSISTANCE 
PROGRAM 


Mr. Chairman, I have a rather complete statement, which I have 
covered briefly here in this discussion, which has been typewritten 
and is offered for the record. 

(The statement follows:) 


STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR FOR THE TECHNICAL Coop- 
ERATION ADMINISTRATION, FOR THE HOUSE SUBCOMMITTEE ON APPROPRIATIONS 


Gentlemen, the hearings on the authorizing legislation have gone pretty thor- 
oughly into the substantive side of the programs being carried on under the Act 
for International Development. For the purpose of this presentation, then, we 
shall not discuss, except as the committee may wish, the substance of the programs 
we are carrying on; but we will concern ourselves mostly with the budget figures 
in the document before you. 

The items in the budget document to which I shall address my comments are 
found first on page I-39, and include capitals A, C, and D, although part of item 
small b under capital A and item small ¢ under capital C! will be handled by others 

The major portion of our attention will be directed to the three regional items 
under capital A which contain the basie technical cooperation program as outlined 
and laid down under the Act for Internationel Development. The other items in 
the budget presentation dealing with programs in the general areas where tech- 
nical cooperation programs are being carried on are for special economic assi: tance 
to speed up general economic development and to meet certain very serious 
political conditions within tbese countries. This includes specifically $140 
million requested for special economic aid in the Middle East (including funds 
for Israel, the Arab States and Iran), the carryover of $44 million for Palestine 
refugees in Arab countries, and $94,400,000 for special aid to India and Pakistan, 

These special funds requested will be discussed in detail as we go into the 
programs for specific areas and specific countries. 

For a moment I should like first to turn to instructions given by the last Con- 
gress as to what the Congress conceived the programs under the Act for Interna- 
tional Development to be, and to cite some of the guides which the Congress laid 
down and which we have been trying to follow in carrying out the program 
in the past vear These guides are also the basis for our budget request for 
technical cooperation programs for fiscal year 1954 

The act itself and the legislative history make it quite clear that it was the intent 


of Congress to establish a mechanism and pre de the appropriation for a long- 
range, low-cost program designed to help the less cde veloped countre help 
themselves This concept was clearly stated in the report of the Senate Com 


mittee on Foreign Relations during the second session of the last Congress as 
follows 
‘“‘When Congress approved the Act for International Development i 


fix a terminal date of the program largely because it was thought of as a long-range 


t did not 
comparatively low-cost program, Emphasis was to be on assistance in the form of 
men, not materials. 

The conference report summed up in these words: ‘“Fundamentalh 


nical assistance program is one of teaching and showing 

The total budget for the underdeveloped areas is $482,697,750 under chapter I\ 
of the mutual security program plus $13,750,000 of mulilateral aid under chapter 
V. Of that total, $131 million is for technical cooperation under the Act for 


International Development, and $44 million is the carryover of funds for Palestine 
refugees, and $234.4 million will be used as supportin 
country programs in specially critical areas of the Near East and Asia. The 
TCA figures fall into the following categories: 

(a) $117.2 million for the United States bilateral technical cooperation programs 
in 35 countries administered through the Technical Cooperation Administration 
under AID (part of ch. IV, A 


r economic aid for certain 





$23 million of the Asia and Pacific figure (for the Philippines, Thailand, and Far East lepemdler 
r 1 tem A-b), $40 million for basic materials development (B), and $24 r 101 


African dependent overseas terrritories (C-c) will be presented and discussed representatives of MSA, 








overseas territories unde 
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(b) $13.8 million for the multilateral! technical assistance programs administered 
by the United Nations and the Organization of American States under AID 
2 








V, 1 
$140 million for a package fund for the Middle East countries (ch. IV, C, a): 
1) $44 million carryover for Palestine refugees (ch. IV, C, (b); and 

e) $94.4 million for special economic aid to Pakistan and India (ch. TV, D) 

Now it is the $117.2 mi rr United States technical cooperation in TCA 
( tries that I want primarily to talk about. I am acutely conscious of the 
adi 1 n ntair 1 in the ynference re port of the last Cong ss, V hich, after 
describing the congre nal concept of the technical cooperation program, said, 

This should provide adequate notice to the Administrator as to the legislative 
il t of this pr un Ve have tried faithfully to follow that legislative intent 
not only because it was a clear mandate from Congress but because I happen 
personally to believe in its wisdom :s yundness 

In compliance with the provisions of the Act for International Development, 
and the subsequent unfolding of congressional intent, the Technical Cooperation 
Administration has entered into general agreements with 35 countries on various 
types of programs which those countries believe are necessary to improve their 
economic situations. 

Before we get into a detailed discussion of our budgetary situation I believe it 
would be well for us to agree on certain terms. There are three main stages 
through which our funds pass. They are characterized as (1) obligations, (2) sub- 
obligations, and (3) final expenditures. We interpret and use those terms thusly: 

(1) Obligations are defined as program or project agreements and other docu- 


ments negotiated jointly with the host government which legally commit United 
States Government funds 7 

(2) Subobligations are defined as specific action documents, (i. e., procurement 
authorizations, invitations to bid on contracts, activity authorizations and training 
awards) issued to carry out operational or project agreements which in themselves 
are obligating documents. 

(3) Final expenditures are defined as completion of payments, sometimes 
considerably after the actual services or goods have been furnished. 

Thus, total cumulative congressional appropriations for all TCA programs for 
fiscal years 1952 and 1953 were $575.6 million, of which approximately $530 
million has been obligated as of June 30, 1953; of this total, precisely two-thirds 
will have heen expended by the same date (June 30, 1953), leaving an unexpended 
balance of $222.8 million or a total slippage of approximately 10 months. The 
greater part of this balance is accounted for by certain special situations: 

(a) Approximately $10 million will not be expended at all but is expected to be 
deobligated and treated as a savings as the result of closing out the Burma pro- 
gram. 

(b) $44 million represents unobligated and unexpended funds of the Palestine 
refugee program which will be used for fiscal year 1954 purposes—for which year 
no new appropriation is requested. 

(c) $11.9 million is reserved for a new and greatly expanded program in Egypt, 
just negotiated with General Naguib’s government, and for which a joint fund is 
currently being established. 

(d) $13.2 million is unexpended against the Iranian program—and represents 
largely commitments for supplies on order and for joint funds and other agreements 
recently signed after protracted negotiations, and against which expenditures will 
be recorded early in fiscal year 1954. 

(e) $68.3 million is for India and reflects unusual difficulties in negotiating 
contracts, for example, those for drilling of tube wells which involve controversial 
engineering details. In largest part these difficulties are now resolved and specific 
contracts have been let. Many construction equipment items, however, such as 
earth-moving equipment, continue in short supply so that slow delivery has been 
unavoidable. 

(f) $17.5 million is for Pakistan, where about half of the project agreements 
were only signed by our recently arrived country director in the spring of 1953. 

Thus, about $166 million of the total unexpended balance is explainable by a 
few specific situations. The great majority of TCA programs have proceeded 
relatively rapidly. Put another way, the total expenditure during the fiscal year 
1953 for all TCA programs under the Act for International Development has been 
over $117 million compared with a total new TCA request for fiscal year 1954 under 
the Act for International Development of $130,984,500. 

The process of obligation and expenditure for technical cooperation programs is 
fundamentally different from that for economic aid programs which emphasize 
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supplies. Instead of the basic obligating device being a series of procurement 
authorizations, it is rather a series of individually negotiated program and project 
indertakings—some 200 separate obligating agreements, supported by 1,740 
ndividual joint projects, for the TCA program as a whole. Instead of supplies 
and equipment being the immediate purpose of aid, they are essentially only 
supporting materials involved in a cooperative relationship hetween technicians 
of two countries. Whatever supplies and equipment may he included are simply 


to insure successful implementation of particular projects. 


A technical cooperation program, therefore ecifi not commoditis, but a 
imber of le d problems to be jointly atta cd. Advan planning indicates 
the gencral types of technicians and equipment required; but the exact specifica- 
tions for these expenditures can be determined in most cases only as specific 
technical operations get under wa Specia: lead time is therefore required, fol- 

lowing the appropriation of funds, for these step 
1) Negotiating the more specific details of the projects to be jointly carried 


through 


2) Getting specialized United States technicians into the field and into operat- 


ing relationship with the appropriate local technician 

3) Launching the actual cooperative projects and developing definitive spec- 
ifications for additional personne! and supplics required 

Informal discussions as to the general advisability of certain programs are 
isually held before annual programs are proposed to Congress. But until Con- 
gress passes the appropriation, of course, no specifie discussions are possible. 
When these specific negotiations are begun they frequently require some months 
and sometimes involve cabinet or even parliamentary action in the other country 
before joint sicnatures can actually be affixed to individual projects. 

Only after a project is signed can we begin recruiting the specialized technicians 
required to carry it out. This in itself is a slow and tedious proesss. It generally 
requires about 6 months between the time we find the technician and when we 
get him on the job akroad. 

In view of this it may be asked, What would be the efiect of not appropriating 
the funds requested for the new year but riding along on funds still unexpended 
from previous ycars? The answer is that the program would go into liquidation. 
There would be no mon-y available to pay technical or program direction sal- 
aries, since funds for this purpose are not included in the obligated carryover 
from 1 fiscal year to the next. Since all unexpended funds available arc carmarked 
for projects now being discussed, no new projects could be considered. When 
the current balance was spent we would face all over again the many months of 
delay inherent in starting up new projects. 

The continuing process of orderly development would have to cease immediately 
unless new obligational authority is provided. It is my firm belicf that the only 
effective way for the United States to fulfill the purpose of the Act for International 
Development is to appropriate funds regularly each year at a fairly consistent 
level, accepting the fact that average expenditures will lag 8 to 12 months behind 
appropriations 

Now I would like to talk about what has been happening to our program during 
the past year. There has been a light shift in the percentage of expenditures in 
different fields of activity. You will note by the chart on the stand that our 
expenditures are running about 33 percent for agriculture and related fields as 
against 46.2 last year and 52.2 the year before; about 16 percent for public health 
as against 23.7 last year and 20.3 the year before. In education there has been 
an incr-ase of over 5 percent; and the gencral field of industry, communications, 
mining and resource development represents the remaining 50 percent. There 
has been an increased amount of money going to engineering and other services 
on a private contract basis. This also represents some shifts in program emphasis 
away from practical agriculture to more exploratory work in the development of 
natural resources and basic materials. 

You will note in the next chart a breakdown of the relationship between expendi- 
tures for technicians and for supplies. This ratio has been going down progres- 
sively since 1952 when it was $8 for supplies to $1 for technicians; in 1953 the 
figure is about 3% to 1 and in the projected 1954 program the ratio will be in the 
neighborhood of 1% to 1. This grows out of the fact that certain initial expendi- 
tures such as for laboratories and demonstration equipment, are nonrecurring. 
You will note by the next chart that compared to the overall United States costs 
of these programs— which also includes training, and local transport and other 
costs—that the ratio of the supplies element to these total costs is going down 
equally strikingly. 
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The authorization committees as well as this committee last year were con- 
cerned over the extent to which host countries were contributing their own 
resources and their own money. The next chart gives some indication of the 
extent to which the other governments are carrying their share of the costs. In 
1953 the support by host countries was $242 million against our contribution of 
about $140 million; and in 1954 the projected figure is about $307 million against 
our $222 million, or about 1% to 1 

The Latin-American program for the past several years has shown a ratio of 
local contributions of nearly $2 to every $1 put in by the United States Govern- 
ment 

Pefore getting into the regional breakdown I should like to make the observa- 
tion that experience has indicated to us that we can go only so fast in a program 
ot this kind, and that there is a distinct limit to how many technicians and how 
much money a country can absorb effectively in a technical cooperation program 
in a given time. Our appropriation request is based on a full recognition of this 
fact, with the further feeling that too much money is just about as bad as too little. 
We feel that the Congress and this country should face up to a program of some- 
where in the neighborhood of 100 to 125 million dollars annually for the next 
5 to 10 years, or else decide on a liquidation of the program now. We will simply 
be wasting money if we do not stay with this long enough to achieve the concrete 
results which experience has demonstrated we can achieve by, as the Congress 
itself has said, “‘a long-range, comparatively low-cost program.” 

There is one other point I should like to make. This is not a one-way street 
We export our technical know-how, but we very definitely bring home increased 
knowledge as well 

Not only are we learning to know our neighbors in a world whichh as become a 
community, but they are giving us specific technical knowledge the value of which 
is hard to calculate 

Just yesterday, for instance, I received a cable from our country director in 
Baghdad. He said that one of our technicians has discovered that Iraq alfalfa, 
trom which our alfalfa is a descendant, is resistant to nematode (a minute root 
worm) and when it is crossed with ours it produces the same resistance in ours 
‘It is a question,”’ said our country director, ‘‘as to which country will profit most 
from Dr. Aamodt’s visit iraq or the United States.’’ 

Now I should like to give you a bried description of the situation in each of our 
three regions. 

THF NEAR EAST AND AFRICA 











This region includes the independent Arab States (f'gypt, Iraq, Jordan, Lebanon, 
Saudia Arabia, Syria); the independent countries of Africa (Ethiopia, Liberia, 
Libya); and Iran and Israel. All of these countries are seriously underdeveloped; 
all of them need and want the cooperation of the United States. Although the 
technical cooperation programs have been in operation less than 2 years, they 
have already proved to be extremely effective, not only as arms of United States 
foreigh policy but also as essential elements in the economic development efforts 
of the regio 

| authorized technical cox ation program for fiscal year 1954, for which 

ow request appropriatior 4: ,000. Of this amount, approxi- 
mately $18 illion, or { used in the development of agri- 

ral nsion and exper a and in expanding the land and 
water resources \pproximately $7 million (18 percent) will be used for dem- 
onstrating area-wide rural improvement programs in 6 of the countries. About 
$12 millior 38 pr reent) will be levoted to the improvement of health, sanitation, 
and education services. All other activities will absorb only approximately $6 
milli 13 percer 

The specific activities included in the program range all the way from broad- 
scale rural-improvement programs such as the ones in Egypt and Iran—which 
provide for agricultural development, livestock improvement, environmental 
S itation, disease and pest control, and related activities—to the assignment of 
1 single technician to advise on the organization of some Government department. 
In most instances, integrated action programs in specific fields such as health, 
education, and agriculture have been organized, and the tendency has been to 
avoid isolated, unrelated projects, and concentrate instead on developing effective 
( ry programs 


The manner in which the technical cooperation program provides constructive 
res taking place in the area is illustrated by the 
gypt Under a new and dynamic leadership, the Government is engaged 
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a revolutionary attempt to demonstrate what can be done by “bringing the 
people to life.”’ Its leaders requested United States assistance in relation to this 
effort As a result of joint exploration of program proposals by Eg yptian and 
CCA officials, it was decided that the greatest need for United States technical 
cooperation was in relation to Egypt’s rural improvement and land-reform pro- 
grams For that reason, the special agreement executed by the two Govern- 
nents is specifically related to a broad-seale rural improvement program. On the 
basis of the fiscal year 1953 funds available, it was decided to initiate this program 

two specifie provinces, Fayoum and Beheira, and to expand it to a third province 

1 
1 


n fiscal year 1954 if the funds should become available It provides for coor- 
linated land development, resettlement, and social improvement activities The 
contributions of the United States and Egypt to this truly cooperative effort were 
$10 million and the equivalent of $15.7 million respectively This program is 

yw beginning to provide effective assistance to the fellahin—the fundamental 


factor in Egypt’s revolutionary attempt to develop its economy and reform its 
nstitutions 

The programs now under way in the Near East and Africa were planned 
jointly in the field by American and local technicians working together as a team 

each of the countries Out of that field-planned program has been projected 
the program proposed for fiscal year 1954 This will continue and further 
levelop the activities initiated in fiscal year 1952 and expanded in fiscal year 1953 
It reflects only the most urgent economic development needs of the various 
countries. The extension of this cooperation is required to enable the countries 
of the area to develop and maintain economie strength and political stability 

The importance of this area to United States interest can hardly be over- 
estimated. If we don’t help those countries we can rest assured that others will. 
We have perhaps our last chance to help them attain a level of improvement 
which they are determined to attain in one way or another. 





SOUTH AND SOUTHEAST ASIA 


The TCA countries of south and southeast Asia for which technical coopera- 
tion programs are proposed for the fiscal year 1954 consist of India, Indonesia, 
Pakistan, Afghanistan, and Nepal. These countries alone contain one-fourth 
of the world’s population and over one-third of the population of the free world. 

The development efforts of the region are concentrated on the maior prob 
lems which it faces—food shortage, poor health, poor transportation and com 
munication facilities, underemployment, and a lack of capital and of trained 
personnel, 

The per capita food supply in the area has substantially decreased since prewar 
times The decline in food consumption has not onl resulted in an under 
nourished population, less able to make the effort required for vigorous economic 
levelopment, but also has required large scale food imports, which drair 
countries’ scarce foreign-exchange resources In most of the countries in the 
area, therefore, food production has first priority 

Diseases which every vear affect millions of people have a direct effect o1 
agricultural and industrial production. They sap the strength of the cultivator 
and worker and leave them little physical or mental energy bevond that required 
to keep alive. In addition, such endemic diseases as malaria prevent the cultiva- 
tion of whole areas. The control and, where possible, the eradication of sue 
diseases have, therefore, been given high priority in program planning 


Transportation and communication networks are completely inadequate for 





the existing economies and constitute a serious limiting factor in economic ¢ 
pansion, 


The appropriation being requested for TCA technical cooperation programs in 


south and southeast Asia for fiseal year 1954 is $49.1 million. Of this total, it is 
estimated that $14.4 million will be required for meeting the costs of Americat 
technicians and host government trainees, with the remaining $34.7 millio 

quired for supplies and equipment in support of these personal services. Of the 


total costs, slightly under 60 percent will be concentrated in the fields of agric 


ture and community development, about 17 percent in education, and the re 
mainder largely in the fields of natural-resources development, health and sanita 
tion, and industry 

In addition, it is proposed by the overall mutual security program that $23 
million be appropriated for technical cooperation programs under the Act 
International Development in the Philippines and Thailand and in the dependent 
overseas territories of the Far Kast In these countries the United States assist- 


ance programs are presently administered by MSA 
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o accomplish these objectives, the programs place heavy emphasis on the fol- 


The building up of an agricultural extension service in the Asian countries 
to bring improve 1 cultivs } 





methods to the farmer. 
(he demonstration and introduction of improved agricultural equipment, 
especially hand tools, through the extension service. 
1 fertilizers. 
1) The development of water resources for irrigation by drilling ground wells 
and helping in the construction of diversion dams and irrigation canals. 
In the effort to develop national extension services in the Asian region, it has 


| introduction and application of importe¢ 


been f 1 that assistance must be provided in fields other than agriculture if 
the confidence and cooperation of the village population is to be won. As a con- 
sequen ea reliance is placed in nearly all of the A ian countries on the com- 
munity or village-development approach Community development involves a 
multipurpose ext 1 effort in which technical assistance is provided, not only 
in the f 1 of agr tural extension but also in the improvement of health and 
sanitation conditions, the extension of basic and vocational education, and the 
de ent OF village industry 


WESTERN HEMISPHERE 








United Sta te nical assistance n the Western Hemisphere sends qualified 
experts from the United States to interested governments to advise and assist on 
rar pl t problem and es training in the United States to foreign techni- 
cia and officia It provides funds for equipment and facilities for demon- 
stration and trait purposes, but only as necessary for making effective the 
transfer of know-how echnical assistance helps lay the groundwork which is 
a necessary prequisite to p ite capital investment Such investment itself must 
come fr°m private or other rnmental sources, foreitn or domestic 

| fiscal year ended June 30, 1953, represented the first full year of conducting 
the Western Hemispher rogram of technical cooperation covering all fields of 
activity as an integral part « e ‘Technical Cooperation Administration, with 
the | ite of Inter-American Affairs havir reSponsiDLlty for th operations In 
this im tant area of the world Che total obligations of $17,788,340 in the 
fis ir ¢ led June 30, 1952, and $21,595,465 in the vear ended June 36, 1953, 
wi e co tions ( tries of the Western Hemisphere 
of $32 yn in 1952, and an estimated amount of $38 million in 1953. The 
actual ratio of direct tributions by Latin American countries to individual 
Sel a great dea her, ranging from a minimum of an equal-matching 
co i s high as $59 to $1 or $30 to $1 in the case of the health 
and sanitation servicios in Venezuela and Brazil, respectively. The planned 
pro m fe e fiscal vear ling June 30, 1954, ealis for new obligations of 
$24,342,000 by the Unitéd States to be matched bv an estimated $44 million fram 
the Latin American countiies In addition to these contributions each of the 
Latin American countries is contributing a share of the costs of training in the 
United State As of Jur (0, 1953, there were 14,000 Latin Americans working 
W the 650 | ted State t hnicians assigned, to help the se countries in develop- 





it and putting into practice technical know-how applicable to their own coun- 


tries. In both 1953 and 1954 major emphasis is directed to agriculture and to 
health and sanitation, with approximately 35 percent of the total amount being 
allocated to agriculture and 25 percent to health and sanitation in each of these 
fiscal vears. The remaining amounts are generally comparable for the 2 fiscal 


years, and provide for education, industry, trade and labor, natural resources, 
public administration, and transportation and communications 

When the inter-American technical cooperation program began, our assistance 
was largely directed to the basic fields of agriculture, education, and public health. 
As the program proved itself in these limited areas, however, United States 
representatives were increasingly asked to make American know-how available 


1 ] 


for a wider range of developmental activities including industry, trade, public 


administration, and finance. During recent years American private investment 


has found its greatest overseas opp°rtunities in our Latin American neighbors. 
Over $7 billion of United States private and publie capital has been put to pro- 
ductive use in Latin American enterprise. So effective have our good neighbors 
become in attracting United States enterprise and financing that special economic 
aid or financial grants have never been seriously requested for the Western 
Hemisphere. On the other hand, it has been clear for several years that increased 
technical assistance in selected industrial and administrative fields was necessary 
if sound economic development was to continue to attract American investors and 


b isinessmen., 
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CHANGE IN TYPES OF PROGRAMS 


Mr. AnprREws. Now, with reference to the change in the type of 
programs. In early 1952 we had 52 percent of the people in agri- 
culture; in 1953 it was 46 percent. It is now 33 percent. That does 
not refiect any less people in agriculture, but it reflects that more 
people are going out into other areas 

In health, 20 percent, which is now down to 16 percent. 

And in education, which is the one place where we are building up, 
because if we are ever going to get these people in position to carry 
on this program, they must be trained and educated, and they are 
now being given vocational training. We are moving into villages 
providing the aecalied fundamental education, the simple language 
and simple information about people. 

The other relates to transportation, communication, and a whole 
host of things, such as administration, with 57; up to 59, and Lack to 
about 50. 

In industry, in private investment, it is felt that it will be pretty 
difficult to do all that should be done. We can do much with the 
technical assistance program in the services, which improves the 
technique, helps to improve the technique, and we have had quite a 
sensational instance where a man who knows how to run a factory 
can go in and, by a simple rearrangement and replacement of ma- 
chinery, has increased the production some 40 percent 


That, in general, is what is being done. We are trving to create an 
atmosphere of private business, so they will take over the industry 
Mr. ANDERSEN. Mr. Andrews, in a great manv of these countries 


they have a surplus of labor, which is of concern, as far as the creation 
of efficient production is concerned 

Mr. Anprews. That is a good point 

Mr. ANpreSEN. I am thinking of it from the viewpoint of the 
comparative nee ds. 

Mr. Anprews. Yes. One of the big things is to get the fellow 
working, so he can improve his output, and improve his efficiency, 
so that he can make a better profit and buy some of the things that 
are put out in his own country. One of the purposes is to give the 
workers some slight income so they can become a customer of their 
own goods. 

Mr. ANDERSEN. One of the problems, however, is not to pull the 
bulk of the population up above the level that they can possibly 
sustain. Let me illustrate what | mean. 

Mr. Anprews. Certainly. 

Mr. ANDERSEN. Take Guam, as an example, I noted a year ago last 
December one of the big sugar plantations, where the crop was going 
to waste because of the fact that the civilian population comes in under 
our laws, subject to the minimum wage laws in this country, and the 
planters, therefore, claim they are not able to pay the minimum rate 
of 75 cents an hour and that they cannot afford to do it. When I 
was there I saw several plantations, where the sugar crop was going 
to waste. They have abandoned them. 

Mr. AnpreEws. Yes. 

Mr. AnpERSEN. I hope you will keep that in mind. 

Mr. Anprews. We are. It is a very difficult problem to handle, 


when you have 16, 17, or 18 hundred Americans out in some 35 
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countries, when the average American is not satisfied unless he can 
get things mov ing. He wants to build up things fast, and it is awfully 
easy to build up too fast, far beyond the ability of the economy of 
the country to support. 

Mr. ANDERSEN. That is the point I am bringing out. 

Mr. Anprews. This health organization is an illustration in point. 
Naturally, we would like to see clinics established in these villages, 
in the neighborhoods, and schools, but there are many things that the 
people of the country cannot support. 

So, we are staying with the fundamentals, that what we do must 
have a bearing on the economy of the country; we are working to 
improve their agricultural production, trying to assist them by way 
of demonstration in doing the things which they will be able to 
continue 

And I think we can stimulate them to increase their income so they 
will be able to make use of a little better equipment of their own, to 
purchase their own goods, and improve their own health services, 
and I think it is very desirable for us if we can help these countries to 
support their own economy. 

Mr. AnpERSEN. Through increase in production. 

Mr. Anprews. Yes. We think this will gradually taper off, and 
that is one of the things in which I am very much concerned, and 
that is that we must not move too fast, ahead of the ability of the 
country to carry on after we pull out this Government subsidy. 


ASIA AND THE PAcIFic 
INDUSTRY, TRADE, AND LABOR 


Mr. Taser. You have industry, trade, and labor. What do you 
do about each of those items? 

Mr. Anprews. In the case of industry, Mr. Chairman, as I men 
tioned earlier, on the request of the country we send in what we call 
an industrial adviser on specific things, or we arrange a contract with 
a research firm or with some engineering firm to assist them. 

As an illustration, I could give you the case of the Armour Re- 
search Foundation. They are in India under a contract that is assist- 
ing the Indians in modernizing their foundry business. Now, that 
may seem to be a rather unusual thing, but the fact is that there are 
thousands of little foundries in India, but practically none of them 
has standard casting or the men to make a standard piece of equip- 
ment. 

Armour is in there under this contract with the very best technicians 
and metallurgists that we have in the United States who are going 
into those foundries and assisting them in this manner. 

Mr. Taser. What do you do with trade? 

Mr. Anprews. In the case of trade we have not done very much, 
sir. 

‘fr. Taper. What about labor? 

What about labor? 

Mr. Anprews. In the ease of labor, occasionally from several of the 
countries the trainee people come from those countries to study our 
methods, and in other instances we have found that since there are 
no labor unions in most of their part of the world we cannot do any- 








thing such as control, in the popular sense, of labor. So, it has been 
assigned to our labor productivity experts who are recruited from the 
Productivity Section of the Department of Labor, from private in- 
dustry, and from Commerce, and they go, on the request of these 
countries and assist them in the training of supervisors for mills. 
Training in the proper supervision of labor is the actual work. 

There, again, I can cite you several instances of real examples of 
training supervisors by a man who knows how to supervise and to 
handle people, and where it has worked miracles in the productivity 
of a given industry. 

This program is very, very small for the simple reason that there 
are not very many industries in which to work. 


TRANSPORTATION AND COMMUNICATIONS 


Mr. AnprersEN. Mr. Andrews, will you go into the transportation 
and communication item? What do you propose to do there? 

Mr. ANprews. In transportation on the training side we have had 
transportation people and railroad people from Pakistan, and we 
have had transportation and railroad people from India coming to 
this country and studying the transportation business. 

In other instances we have this situation which develops; you will 
vo out here in an area and develop a new crop maybe or increase the 
production of a general area and then wake up to find that there are 
no storage facilities in tnat particular area and maybe not even a 
road. In one particular instance we found people carrying rice out 
7 miles on their heads. 

The problem of a simple rough road in that kind of a country be- 
comes a very important thing. In a lot. of the areas they do not 
know how to handle this road problem, particularly if they are in 
swampy land. 

In Pakistan, and parts of the Ganges where the Ganges and the 
irrigation ditches used to be, the means of hauling the produce out 
of the area of the Ganges and tributaries has sanded and silted up 
so that there are no boats that can run through there, and yet. there 
is high productivity which has been developed there, and the only 
way to get the stuff out of the area is to carry tt out. 

In Pakistan we have had to have some road experts that know some- 
thing about building roads on this swampy land. 

We sent first from the Bureau of Roads, from this country, a group 
to survey that situation out there, and then they brought back here 
road engineers from Pakistan and they are in Louisiana right now 
studying the system and the equipment and the way to build similar 
roads over swampy land. 

Mr. ANDERSEN. And those are Pakistinians who are doing that? 

Mr. ANpREws. Yes, sir, those are Pakistinians who are doing that. 

We have the same situation in Iran, where they have a similar 
situation. 

Mr. ANpDmeRSEN. Let us go back to Pakistan. 

Mr. ANprReEws. Yes, sir. 

Mr. ANDERSEN. Just what part of the cost involved in constructing 
this rough country road, of, perhaps, a 10- or 20-mile stretch, would 
be taken care of out of such an appropriation as this? 
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Mr. Anprews. We would have to pay the cost of the technicians 
who went out there, and we would have to pay the dollar cost of the 
technicians from Pakistan that come here. We will buy one unit of 
equipment which is designed to work on this particular type of road, 
and will test it with our engineers, and we have to train them how to 
use it. Pakistan contemplates buying a great number of those things. 

Mr. ANDERSEN. In other words, you would establish a small Gov- 
ernment station relative to transportation at a certain point. 

Mr. ANprews. Yes, sir, that is right. 

Mr. ANvEerRsEN. And you would show them how to do it? 

Mr. Anprews. That is right. 

Mr. ANDERSEN. All right, go ahead. 

Mr. ANprews. That, in general, is the Pakistan case. 

In the case of Iraq you have a country here that has great areas of 
asphalt, but which has no roads. 

We have a laboratory out there, and we have an engineering firm, 
a road-engineering firm, out there setting up the laboratory, and 
testing the materials with which to build roads in a country that has 
lots of asphalt, but which has no aggregate and stone. They just do 
not have it 

Mr. ANDERSEN. What about communications? 

Mr. Anprews. In the case of communications, that is principally 
this, it has to do primarily with just what it says, the training of 
people in communications equipment, and the training of people, 
which I guess you would call communications, as radio operators, or 
the operators in towers in an airport who handle the code to bring 
planes in and all of that sort of thing. 

A very large number of these trainees have come also from Latin 
America authorized by the Civil Aeronautics Administration here in 
this business of how to handle airplanes, communications, signals, 
beacons, and all of that sort of thing. 

We have a great number of people in the Latin American areas 
who have been trained in that. 

Some of that work is going on here in the case of the Middle East. 
It is that sort of thing mostly which we do in this field. 

We have had some requests to help out on a radio station in 
Lebanon. We have been making, for instance, documentary films 
for teaching purposes in Burma and Indonesia. 

Mr. ANDERSEN. Take that radio station, after you get it supplied, 
with folks trained for it, you get out of that picture? 

Mr. Anprews. Very definitely, yes, sir. 

Mr. AnprerRsEN. Are there any questions? 


COMPARISON OF EXPENDITURES BY HOST COUNTRIES AND THE UNITED 
STATES 


Mr. Roonry. I want to know whether I correctly understood the 
chart up there on the wall, the one showing the comparison between 
the amounts expended by host countries and the United States support 
of these programs. 

Mr. ANpDREws. Yes, sir. 

Mr. Rooney. I am wondering whether or not we are making any 
progress. From my interpretation of that chart it would appear that 
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in the 1953 fiscal year the amount spent by host nations was $245 
million. 

Mr. ANpREws. Yes, sir. 

Mr. Rooney. And our amount was $141 million? 

Mr. ANDREws. Yes, sir. 

Mr. Rooney. Or 57 percent of the amount spent by the host 
governments. Now, in this year you expect the host governments 
to spend $306 million? 

Mr. AnpreEws. That is right. 

Mr. Roonry. And that our support will be $222 million, or 72 
percent? 

Mr. ANprREws. That grows out of the special economic aid factor. 
I do not think it is fair to hold it strictly to technical assistance. 

There is to be asked for in this bill special economic aid for Pakistan, 
India, and Iran, and while that in a way has something to do with - 

Mr. Rooney (interposing). Does not the 1953 chart show such 
special aid? 

Mr. AnpreEws. No, sir; we had no special aid in 1953. 

Mr. Onty. I think it is fair to say that to the extent that there was 
any special economic aid in India, Pakistan, or Iran, during 1953, it 
was included in the bilateral technical assistance program, and we 
have taken out of the bilateral technical assistance program this year 
anything that could be properly classified as aid for economic develop- 
ment purposes, and have shown it separately in the estimates. But 
for the purpose of this particular chart, to indicate the extent of the 
United States contribution toward projects in which both our technical 
assistance and our special economic aid are applied, the special eco- 
nomic assistance was included. 

Mr. Gary. Is the amount for Pakistan included in the blue line? 

Mr. AnpreEws. No, sir, that is a different program entirely. 

Mr. Gary. May I ask this question? 

Mr. AnpREws. Yes, sir. 


USE OF COMMUNITY TRACTORS ON SMALL FARMS 


Mr. Gary. I know that Germany is not in this program, but I 
mention Germany for the purpose of illustration. When I was in 
Germany several years ago they had very small individual farms, and 
we saw occasionally a man and his wife out plowing a field, the wife 
pulling the plow and the husband guiding it. It occurred to me that 
a community tractor could be used to advantage in such a situation. 
A small farm would not justify a tractor, but a community tractor 
could be used for a great number of those small farms. 

Mr. Anprews. That is right. 

Mr. Gary. Is anything being done along that line? 

Mr. AnpreEws. I am awfully glad that you raised that point because 
I happened to have been in Germany at the same time you were there, 
in charge of food and agriculture, and we had a great deal to do with 
encouraging that use of tractors. 

I could not tell you specifically, but I do know that 40,000 of these 
small tractors which are adaptable to very small farms were sold in 
Germany last year, and they are neat little machines, kind of a two 
cylinder diesel type, and they are just as neat as a pin, and the present 
program of the German Government is to get rid of the old cow and 
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the horse and the wife with them, and put these small tractors to work 
on these small farms. 

Mr. Taner. They are still going to hitch the wife up to the plow. 

Mr. ANprEews. Anyhow, the Congressman got me off on Germany, 
sir. 

Mr. Gary. Yes, I raised that question. 

Mr. ANpDREws. Yes, sir, you rais sed that question. 

In this particular program there is not very much place even for 
small tractors 

There are a few places where the large heavy tractor equipment can 
be worked. There are a few places where we are going to try it, 
particularly in Iran. Those places are listed. We are going to buy 
some small tractors to try to handle that sort of thing because power 
in that section of the world is not in existence. Most of the cultivating 
is done with a hoe from beginning to end. It may not work, but we 
are at least going to try it. 

Mr. Taser. Are there any further questions on that? 

Mr. Corron. I have one matter I want to ask about, Mr. Chairman. 


SUPPLIES AND EQUIPMENT 


Mr. Corron. In the category “Supplies and equipment,” I realize 
there is a difference in different countries, of course. 

Mr. ANDREws. Yes, sir. 

Mr. Corron. Without going into detail, would you enumerate 
under just the large headings of what is included in “Supplies and 
equipment’’? 

Mr. Anprews. Well, in some countries there is included a certain 
amount of fertilizer, and in other countries certain amounts of farm 
tools. 

In other countries there are some tractors, and there are some 
pretty large tractors for demonstration purposes in various stations, 
and then there are actually set up vocational schools, and we are 
setting up hundreds of them all over the world. 

Mr. Corron. In your program do you have any dams for irrigation 
purposes, and reclamation projects, sawmills, and other manufactur- 
ing plants? 

Mr. Anprews. No, sir; at the present time the TCA program does 
not do that. We are not permitted under the act to invest in those. 

Mr. Corron. That comes under economic aid? 

Mr. ANpDREws. Yes, sir; that is right. 

Mr. Fryer. We can set up demonstration plants. 

Mr. Corron. For the fiscal vear 1954 there is none of this in your 
program? 

Mr. ANpreEws. That is right. 

Mr. Corron. Your program envisions (1) technical experts and 
(2) certain supplies, such as fertilizers, small tools, and small equip- 
ment? 

Mr. ANprews. Demonstration equipment. 

Mr. Corron. And (3) some buildings, | suppose, where vou have 
demonstration schools or trade schools? 

Mr. Anprews. Those are usually built by the host country or the 
people themselves. As far as | know, we have not spent anything on 
buildings. 
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Mr. Fryer. In Iran we cooperated with the Government to build 
many schools there. 
ADMINISTRATIVE COSTS 


Mr. Corron. Fourth, you are including the direction and book- 
keeping both in this country and in the field. I think that has been 
brought out, but there is one more question. Have you put into the 
record the percentage included by your directing, bookkeeping, and 
administrative group, including both those in the United States 
and in the field and the percentage of your expenditures on a personnel 
basis? 


Mr. Outy. That has not gone into the record yet, Mr. Cotton, but 


it can go into the record now. It will go in automatically when we 
take up the administrative costs, but I would like just to qualify your 
question slightly. I think that there is one other item you did not 


enumerate, and that is the cost involved in bringing people from those 
countries to this country for training here in certain specialties. 

Mr. AnprEws. That is right. 

Mr. Onny. I should also add that you will find in the special eco- 
nomic program, which is restricted to certain specific areas and coun- 
tries, assistance for projects which are broader than the ones that Mr. 
Andrews has been talking about. 

Mr. AnpreEws. Yes, sir; that is right. 

Mr. Outy. And which involve help on irrigation systems on a 
broader scale than purely demonstration. 

Mr. Corron. We shall come to that later? 

Mr. Outy. Yes, sir; we will come to that later, and Mr. Andrews 
is also involved in that, but we are attempting to go into the straight 
technical-assistance program at this time. 

Mr. Corron. Thank you. 

Mr. Anprews. Thank you, sir. 


PUBLIC ADMINISTRATION, INCLUDING PUBLIC FINANCE, CENSUS, AND 
WEATHER 


Mr. Taser. Now you have here “Public administration, including 
public finance, census, and weather.” 

Mr. AnprREws. Yes, sir. 

Mr. Taser. How can you use $1,315,000 effectively in such places; 
how can you justify that operation? 

Mr. Anprews. | can answer that mainly by an illustration, sir. 
Saudi Arabia is a country that has been pretty much a tribal kingdom 
in the past. They desire very much to modernize their government. 
They want a national banking system and a whole series of things 
census, customs, and things like that. Now, they requested the 
services of a technician from this country. 

We got a man from our own Treasury Department, and he went out 
there and assisted them in setting up a national finance system for 
that country. That is one illustration of that type of thing in public 
administration, 

We find in carrying forward these programs in the areas where we 
work that the Minister of Agriculture, the Minister of Health, and the 
Minister of Education are usually the last ministers within the 
Government that get anything. The Army, the Navy, and the State 
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Department have most of the money and most of the prestige and the 
employees, and the mechanics of doing anything. 

You start out on an agricultural program, and you soon see that the 
share of the people in that country in administering and carrying out 
their part of the administrative load is beyond their present facilities. 
So, they may request from us people who know the ins and outs of 
public administration to help them set up divisions or parts of their 
government on an operating basis. It may be a police system, or it 
may be such a simple thing as traffic control in a large city. It may 
be that we should not do things like that, I do not know, but they do 
ask for it; we do supply it, and it is working, and the countries certainly 
appreciate it because the public-administration-component effort is 
going up by leaps and bounds. 

Mr. Taner. What about the census and weather business? 

Mr. Anprews. In the case of weather, as you well know, particu- 
larly in the Middle East and some parts of Asia, weather reporting 
and weather records, such as we have here in this country, are totally 
unknown, and that has a very direct bearing on two things. It has a 
very direct bearing on crops and on the operation of airlines and such 
things. 

For instance, in Iran—I think we are doing some work in Iran—we 
are helping them set up weather stations throughout the country, and 
it helps out in the transportation and aviation field. 

Some of the big aviation companies are refusing to land in Teheran 
due to the fact that there are no communication facilities, and no 
weather spotting is done. 

In the case of the census it is almost impossible to set down a plan, 
for instance, a crop system, or set up a program within a country or to 
develop industries within it unless you have a census, and the system 
of taking a census simply does not exist in these countries, and public- 
health records and such things as that do not exist in a number of 
them, such as Lebanon, Iraq, and Iran. 


GENERAL PROJECTS 


Mr. Taser. The next is “General projects.’’ What is that? That 
seems to be the main objective. 

Mr. Anprews. That generally falls under the title “(Community 
development” or “Community projects,” and a case in point would be 
India, where you have a series of villages and you send agricultural 
people in to help the people there or send educational people in there. 

Mr. Taser. That would come under these other things, would it 
not? 

Mr. AnpreEws. No; that is a part of these things, of the com- 
munity development thing. These projects are within the com- 
munity. It may be such a simple thing as building a little com- 
munity house in a village. 

Mr. Fryer. We have such village-improvement projects going on 
in Iran, in Egypt, in Lebanon, and in a number of other countries. It 
is an attempt to integrate all interests which are necessary to attack 
the basic problems of rural life. 
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SUMMARY OF ESTIMATED COST OF PROGRAM BY COUNTRY AND MAJOR 
COST COMPONFNTS 


Mr. Taser. I think you might put into the record this first table 
on page 43. I do not know that there is any advantage in inserting 
the other ones. 

Mr. AnpriEws. Page 43; yes, sir. 

(The matter referred to is as follows:) 


TECHNICAL PROGRESS AND DEVELOPMENT, ASIA AND THE PaAciri 
YEAR 1954 


, FIscan 


Summary of estimated dollar cost of program, by country ar d major cost components 


} 


{In thousands of dollars} 





United States . 
6 ‘ te nicians i rainees 
uppli s Total ws 
Country otal equip service 
—— Noiprr wm. 
ment cost Nur : Nu . 
ber of Cost ber of Cost 
persons pers 
Afghanistan. see 1, 400 430. 6 969.4 51 663. 4 55 106 
India “ 30, 100 24. 697.0 5, 403.0 | 24! 4,719.0 123 684 
Indonesia 4, 000 1, 308. { 2, 692.0 | 137 1, 630. 0 191 1. 062 
Nepal “ 600 311.4 288. 6 25 181 6 49) 107 
Pakistan om ie | 13, 000 7, 937.0 5, 063.0 | 163 4, 507.0 100 556 
Philippines 17, 000 | 13, 494.0 3, 506.0 | 194 2, 971.0 164 535 
Thailand ‘ aa 5, 000 3, 185.0 1,815.0 | 83 1, 255.0 112 560 
Total country obligations 71,100 | 51,363.0 | 19, 737.0 898 | 15, 927.0 785 3, 810 
Dependent overseas Territories 1, 000 860.0 | 140. 0 10 120.0 10 20 
Total obligations 72,100 | 52, 223.0 | 19, 877.0 | 908 | 16, 047.0 795 3, 830 
Comparative summary of obligations, by country 
{In thousands of dollars] 
. Estimate, Estimate 
’ f £ fisce ’ . ow, 
Country Acta “5% a al fiscal year fiscal year 
year 008 1953 1954 
Technical cooperation: 
Afghanistan - _. Sea jaw amianitttd | 253. 7 663. 3 1, 400 
Burma Pa . | 113, 674.3 6, 935. 6 
Ceylon : ie naa san | 10.9 , a. 
India ‘ eo bduenemee | 52, 707.7 43, 841.5 30, 100 
Indonesia ian 1 8, 063.7 3, 728.6 4, 000 
Nepal ‘ ‘ . 201.5 428. 4 | 600 
Pakistan ani 10, 600. 7 11, 795. 8 13, 000 
Regional ; 155. 6 | 167.3 |.. . 
Philippines 32, 104. 0 20, 125. 0 17, 000 
Thailand Soke ie agenbaa ee ‘ 7, 097.0 6, 325. 0 5, 000 
Total, country obligations . 1 124, 869. 1 94,010. 5 71, 100 
Dependent overseas territories po 5.5 77.2 1, 000 
Total obligations Dibhtale nc bee a 124, 874. 6 94, 087.7 72, 100 


1 Excludes $2,402,100 of fiscal year 1951 obligations in Burma and Indonesia transferred from MSA to TCA 
on June 30, 1952. 
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Comparative summary of obligations by major project category 


In thousands of dollars) 





Actual, Estimate, | Estimate, 
Major project category fiscal year fiscal year fiscal year 
1952 1953 | 1954 
1. Agriculture, forestry and fisheries 50, 864. 7 39, 448. 4 21, 931.0 
Health and Sanitatior 13, 130.3 14, 218.7 6, 670.8 
Educatio 5, 169. 6 6, 535.3 9, 969.0 
4. Na 9, 440. 7 7,690. 5 9, 587.2 
Indust: trade, labor 22, 058.9 14, 027.0 5, 094.0 
f i yrtati ; 9, 254.5 6, 656. 0 2, 574. ¢ 
Pu adn istration (includ publ finance, census, 
ind weather 1, 847.0 962.0 1,315.0 
8. General projects 12, 724. 0 3, $45. 4 14, 283. ( 
9 T) t pl um cost 384.9 794.4 685.0 
tal obligat s 124, 874. 6 94, O87. 7 72, 100. 0 
Exehides $2,402,100 in fiscal year 1951 obligations in Burma and Indonesia transferred from MSA to 
rCA June 1952 


Mr. Taser. Where is your country-by-country tab? 
NrAR East AND AFRICA 


Mr. Onry. I wonder if we could not start with the Middle East at 
this time as I have here Mr. Byroade, Assistant Secretary of State 
for Near Eastern, South Asian, and African Affairs. 

Mr. ANprews. All right, we will take Egypt. 

Mr. Onty. Before we start on the country-by-country presentation, 
| might explain what material we have so that the committee can 
refer to it and have it available to them. 

Part I] includes Egypt on pages II—38 and II-39 and gives a broad 
outline of the program for Egvpt. 

In part III of the book, again in the yellow tabs, you will find a 
tab for Egypt. There you will find 2 pages describing briefly the 
situation in Egypt, and some general statistical material on the area 
and population, and other figures, just as in the case of Europe. 

Then, if vou wish to go into further detail we have here 2 volumes 
which devote about 4 or 5 pages to each one of these countries, and 
we have separate copies for each member, tabbed by countries, if 
any of you wish to have them in front of you to look at them at your 
leisure 

Mr. Gary. Is that for TCA? 

Mr. ANprews. For TCA only. 

Before we leave off, I would like to say that we have 200 of these 
major types of projects, and there are 1,740 specific individual 
projects under those 200 overall projects in the 35 countries we are 
operating in. So, we have many, many small things going forward 
in all of these countries. 


PROGRAM FOR EGYPT 


Mr. Taner. You have a request here for Egypt of $11,876,000? 

Mr. ANprREws. Yes, sir. 

Mr. Taner. What do you want to do with that? 

Mr. Anprews. For the next year that will be a continuation of the 
type of work that is envisioned in the recently signed agreement with 
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the new Government. That involves the development of agriculture, 
of health, sanitation, and small industries in specific demonstration 
areas in Egypt. In the current year, in the contract just signed 

involved 2 big projects 1 in the lower Nile and 1 in the upper Nile. 

Mr. Taser. What are they? 

Mr. AnprEews. Do you want the names of the provinces? 

Mr. Taser. I would like to know what it involves. 

Mr. Anprews. It involves drainage, the drainage of land and the 
introduction of nani agricultural methods, and the actual building 
by the Fellahin, or little peasant or farmer, of his housing and vil- 
lages under some new techniques which have been introduced by the 
Arthur G. Little Co. to build habitable houses, and it involves a whole 
system of resource development, agricultural development, water 
supply, vocational education, and technical education and demonstra- 
tions of that type. 

Mr. Taser. You have in here a request for a great deal of money. 
It seems to be $11,876,000 in one spot. I do not know how much 
more in the others, but it looks like $51 million overall; is that right? 

Mr. ANpreEws. No, sir, that is not true. 

Mr. Taser. What is it? 

Mr. Fryer. For 1954 it is $11,876,000. 

Mr. Anprews. When we get down to the special economic aid, it 
is essentially part of the special economic aid package of $140 million 
being oan for in the Middle East. It is possible some of that may 
be used in Egypt, but that will be subject to our State Department 
and the overall policy of our Government 

Actually, that is not concerned in the TCA program. In the 
strictest sense it is not within the program as far as TCA is concerned 
and if our Government decided to go further and do other things in 
Kgypt it is contemplated that some of the $140 million package which 
is called for in special economic aid will go into Egypt. What it will 
be you have about as much of an idea as I have, because I do not know, 
but our actual program here that we are asking for for 1954 budgeting 
is $11.876.000. 

[ have here on this sheet of paper a breakdown in technical machines 
and supplies, what we are going to do with it, and I will be glad to put 
it in for the record. 

Mr. Ouzty. Mr. Chairman, Secretary Byroade is here, and he is 
very much involved in the political angle of the French and British 
contacts. I wonder if we could interrupt the general trend of the 
discussion at this time and permit him to make a statement giving 
the background on the political side of these programs in the Neaz 
East and also in South Asia. I would appreciate it if he could do so 
at this time. 

Mr. Taser. That will be all right. 


SPECIAL ECONOMIC ASSISTANCE PROGRAMS FOR SOUTH ASIA AND THE 
NEAR EAST 


Mr. Byrroapr. Mr. Chairman, I have 2 statements that I would 
like to submit for the record, 1 for South Asia, and 1 on the Near East. 
(The statements referred to are as follows:) 
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STATEMENT BY THE HONORABLE Henry A. ByYROADE, ASSISTANT SECRETARY 
oF STaTE FoR NEAR EastTeRN, Soutn ASIAN AND AFRICAN AFFAIRS, BEFORE 
THE APPROPRIATIONS COMMITTEE—MovtTvuAL SEcurITY PROGRAM FOR FISCAL 
YEAR 1954. 


SOUTH ASIAN PROGRAMS OF SPECIAL ECONOMIC AID 


The mutual security program for the fiscal year ending June 30, 1954, includes 
$139.5 million for technical and economic assistance to four of the countries of 
south Asia: India, Pakistan, Afghanistan, and Nepal. The bulk of this aid is 
proposed for India and Pakistan 

South Asia occupies a strategic position on the periphery of Communist- 
dominated Asia and links the free countries of the Far East and the Near East. 
As such, it is a most important stronghold of democracy against the expansionist 
ambitions of the Soviets. South Asia contains almost 2 million square miles, 
with over 3,000 miles of common boundary with Russia and China. Two of its 
countries, India and Pakistan, have over 440 million people. Their natural 
resources are important to the economy of the free world. 

These countries believe firmly in the principles and institutions of democracy. 
With their vast pepebatd ions, and very considerable undeveloped resources, they 
have a common, great need for economic development. They are faced with 
the constant threat of external Communist aggression and the threat of sub- 


version It is noteworthy that their governments have maintained and strength- 
ened their peoples’ belief in democracy. 

The area is made up primarily of nations young and inexperienced in self- 
government but old and rich in ancient traditions and civilizations. India and 
Pakistan, for example, have only recently achieved their independence Con- 


sequently, they are confronted with the task of building up their governments 
while attempting to meet the demands of their peoples for economic improvement 

This improvement is demanded as an indication of the fulfillment of the people’s 
hope for a change from the poverty which they associate with their earlier depend- 
ent status 





The peoples of south Asia are awake to the great differences in economic levels 
existing between them and the western democracies. They hope in time, by 
their own efforts, to achieve substantial improvement over the present low eco- 
nomic levels in their countries The people demand, and the present free govern- 
ments of these countries must show, p reeptib le economic improvement in the 
near future. They expect their leaders to show results. The present govern- 
ments are, therefore, on trial before their people. They must produce substantial 
results in raising th pit iful ily low standards of living of the people. Otherwise, 
we face the outcome of having these nations lose their moderate leadership and 
follow an eaad aeiardaaie. 

The people of south Asia are proud and independent. They would prefer to 


develop their own economies without outside assistance, and have demonstrated 
their initiative by drawing, to the greatest possible extent, upon their own 
resources. It is apparent, however, that it is impossible to accomplish their 
necessary economic development in the time available without supplementing 
their own resources with the technical know-how, the capital equipment, and the 
financial aid of such countries as our own. They have taken the initiative in at- 
tempting to implement their detailed plan for economic development which 
contain minimal! targets over a specified period; yet even these minimal goals 
cannot hope to be achie ved unless help comes from the United States. Others 
here to testify before you can give you more details on India’s 5-year plan, an 
example of constructive “te ning in Asia. 

Despite recent manifestations by the subject peoples of eastern Europe against 
their Communist masters and signs of relaxation of Soviet pressure elsewhere, 
we cannot afford to abandon our efforts to assure the underdeveloped countries 
of south Asia of our peaceful intentions and of our wish to see their moderate and 
democratic governments sueceed. Our best hope in achieving our aims is to 
help these countries in the development of their human and natural resources. 
This is the effective answer to Soviet propaganda that Americans are not really 
interested in the development of free Asia. 

We have already made a good start in south Asia. Our technical and economic 
assistance thus far made available to these countries has provided important 
support to them in their own effort to achieve their goals. The governments 
and the peoples of south Asia have accepted wholeheartedly our technicians and 
our suggestions. The progress made and the excellent good will generated by our 
mutual security program in south Asia must not be dissipated by the failure on 
our part to continue substantial aid during this fiscal year. 
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SPECIAL ECONOMIC ASSISTANCE TO THE NEAR EAST 


We request an appropriation of $140 million for special economie aid for the 
Arab States, lsrael, and Iran. It may be well to review the criteria underlying 
his request and to indicate the purposes to which we would expect the funds to 
be directed. 

It is in the interests of the United States and of. all Near East countries to 
consider the needs of the region as a whole. In authorizing legislation the Con- 


gress has chosen not to select individual states for special treatment. ‘The 
opportunity to conciliate issues in the Near East will be enhanced if our effort 
is clearly directed to the needs of all concerned in the area. We have an interest, 
which has been expressed many times, in the support of Israel and in its main- 
tenance as a stable community in the Near East. We have an equally clear 


interest in maintaining friendly relations with the Arab countries and in enabling 
the Arab peoples to prosper and become strong elements in the free world. 

The requirements of Israel and the Arab States differ in their nature. Israel, 

hich is struggling to assimilate a very substantial population of recent immigrants 
numbering approximately 800,000, has not yet been able to stand on its own feet 
economically. Israel’s requirements in past years have been recognized both 
by the Congress and by the executive branch, and it will be recalled that special 
legislation enabled Israel to receive approximately $65 million in grant funds 
under the appropriations covering the Mutual Security Act of 1951, and a further 
$70 million under the appropriations covering the act of 1952. Justification for 
aid on this scale was based on analysis of Israel’s import requirements to enabl 
its people to maintain an austerity standard of living and to make some progress 
on the development of its resources, agricultural and other. ‘These provisions 
for Israel were made in the light of judgment of its import needs on the one hand 
and its probable sources of revenue, which included substantial support from the 
Jewish community abroad. In making provision in current legislation, similar 
calculations have been made. An illustrative figure indicates Israel’s approximate 
needs as justified in classified documents available to the committee. 

Our interests require us to recognize the special needs of other Near Es 
countries as well as of Israel. Heretofore our assistance in the Moslem Nes 
East has been limited to technical assistance and aid for the Arab refugees from 
Palestine. The policies of the administration require a fresh approach to the 
needs of the entire region. 

In the case of the Arab States and of Iran, special economie¢ aid is necessary 
to enable the states in the area to make better use of their natural resources 
We cannot measure the needs of these countries in terms of balances of foreign 
exchange requirements. We can help them to make use of presently unused 
farmlands and relieve political tension in the process. 

In Iran, it is hoped that funds available under the provision for special economic 
aid will serve to maintain the going program conducted by the Technical Coopera- 
tion Administration at substantially the same levels of operation which have been 
in practice during the past fiscal year. 

In all of the Arab States, there are great opportunities for development in fields 
of land reclamation, water utilization, and transport to meet the needs of depressed 
peoples. Naturally, the justification for financial assistance is difficult to make 
for those Arab countries which possess substantial petroleum resources. From 
the point of view of local financial resources, however, we Must list as “‘have nots”’ 
such countries as Syria, Lebanon, and Jordan, as well as Egypt. Our interest 
in the welfare of these countries is manifest, but none of them can hope to make 
the progress that is necessary for the security and stability of the area without 





‘assistance from abroad. It would therefore be our design to be able to fund, in 


whole or in part, through cooperative arrangements made with these countries 
development projects designed to meet these needs which are closely involved 
with our security interests. 

In Egypt, there will be opportunities in the development of the River Nile, the 
resources of which are now under close study. It may well be that we can to 
advantage assist the Egyptians as well in road construction. The experience of 
the Bureau of Public Roads in Turkey has been so satisfactory and the effect on 
the Turkish economy of improved inland transport has been so great that this 
is a field which it is in our interest to explore fully. 

In Syria, our plans might well center on assistance in the development of water 
resources of the Euphrates and Orontes Rivers and also include inland transport. 

In Jordan, there are possibilities for further irrigation through the intensive 
use of the waters of the Jordan River and its tributaries. While we hope that 
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in Jordan it will be possible to use funds provided for the Arah refugee program, 
in large measure, the fact that the citizens of Jordan other than the Palestine 
refugees, and Jordan’s neighboring countries, have legitimate interests in such 
development suggests that such programs should be financed not solely by 
refugee funds. The regional approach and the need of the executive branch to 
draw from a regional package of funds is particularly important in this context. 

In the ease of Lebanon, it may well be in our national interest to assist in the 
development of the water resources of Lebanon and in its regional highway 
programs 


There mav well be justification to extend the use of such economic-aid funds 
to the development of local civil aviation as well 
Fuvther details of illustrative projects are available to the committee in classi- 


fed documents 

As the committee knows, the Arab refugee problem is one of the most thorny 
with which we are confronted. 

We seek no new appropriation at this time beyond authority to carry forward 
funds appropriated for fise: . 

The current efforts of the United Nations are made within the framework of 
a 3-year program which began July 1, 1951, and runs until June 30, 1954. This 
3-year program calls for a fund of $250 million from the participating countries, 
$50 million for relief, and $200 million for rehabilitation. 

As in prior years, it is the intention to limit United States contributions to 
no more than 70 percent of the total fund 

The United Nations Relief and Works Agency for Palestine Refugees (UNRW A) 
has made considerable progress, in the face of difficult political and economic 
problems in the Near East, in planning and negotiating with Near East govern- 
ments for rehabilitation-development projects designed to take the refugees off 
the relief rolls. These projects include general projects in Jordan, development 
of irrigation and reclamation in the Jordan Valley, and other projects in Syria, 
Libya, and Egypt. Against these projects, the UNRWA has committed approxi- 
mately $120 million of the $200 million rehabilitation fund. Projects thus far 
programed will, under present estimates, remove from the relief rolls approxi- 
mately half of the refugees; and this fact will, of course, require the agency to 
continue to pursue a vigorous search for additional projects. 

With respect to expenditures by the United Nations agency for relief purposes, 
the strain on the budget for the 3-year program has been severe. The $50 mil- 
lion budget for relief for the 3 vears will have been used up by June 30, 1953, 
the end of the second year telief requirements for the year from July 1, 1953, 
until June 30, 1954, must be met in cash. 

In terms of commitments, including an allowance for fiscal vear 1954 relief, 
the Ageney will be facing obligations of approximately $144 million as of July 
1, 1953, and its assets, including unpaid pledges from the United States amount- 
ing to $44 million from 1953 funds and from the United Kingdom of $10 million, 








will approximate $88 niillion. The necessity to be able to back up the Agency’s 
negotiating position and to take advantage of further projects which the Agency 
must seek and to encourage other contributions led the Congress to authorize 
a further $30 million for contributions to this program, and the seme reasons 
underly the request to carry forward the $44 million from 1953 appropriations, 

Mr. Taser. Is this off the record? 

Mr. Byroaprg. No, sir. 

Mr. Taser. I mean the rest of what you say? 

Mr. Byroapn. I am prepared to talk on the record. 

Mr. Taper. All right, proceed. 


WORK ON NEW POLICIES FOR HE MIDDLE EAST 


Mr. Byroapr. Mr. Chairmen, since January 20 the executive 
branch has been attempting to work out new policies on the Middle 
Kast. 

As far as Congress is concerned we need three different types of 
authority in connection with these appropriations. 

The first thing we thought of major importance was a change in the 
type of legislation. That has been done. 
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Yesterday I was asking for $100 million for military equipment. 

Since our hearings of yesterday I have been informed that the 
House and Senste conferees have cut that authorization by $50 million, 

I just want to ask, Mr. Chairman, that this committee take into 
account the extent of the cut we have already taken. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Byroapr. That cut in the military, since we planned a joint 
military and economic approach, I think makes even more important 
our request here for economic assistance. 

We changed the form of our request for the Middle East. Up 
to now we have nothing but point 4. There are certain states in the 
area where we feel the point 4 approach should be augmented. We 
felt that in the past, frankly, what we would have a right to do in some 
cases Is to stretch the authority we had under point 4. 

This year we would like to make our legislation correspond to 
what we really think we need, and that is continue the point 4 program 
as origually conceived as a technical assistance program, and where 
we want to supplement that for greater urgency to do things on a larger 
scale we call that economic development, which it properly is. 

You get into cases which are somewhat arbitrary. To use a crude 
example, on your technical assistance you can be able to issue them 
the type of equipment to use, and so forth, for an irrigation ditch, 
ig if it is a major irrigation project, it depends on how big the ditch 

3, whether it constitutes technical assistance. 

If we think that is the necessary thing to do under conditions in the 
Middle East, we would like the opportunity to help them on that 
irrigation proje ct. 

We have worked out projects which exceed the total amount of the 
funds we are asking for. 

We know form our past dealings with governments here what they 
want, and we think that it is what we ought to do. 

However, we have not negotiated with governments on this program, 
nor have we on the military program because we have not had the 
authority nor the appropriations to do it. 

So, here, again, we are asking for somewhat of a new approach. 

Now, this appropriation would cover Israel, as well as the Arab 
States. 

In Israel and the Arab States the problem is most completely 
different. In Israel you have a balance of payments situation, more 
like the European situation. It is a definite one; you can measure 
their need with some accuracy. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


SECURITY STATUS OF INFORMATION 


Mr. Roonry. Am I entitled to discuss with any citizen who comes 
into my office the fact that you are proposing to spend much more 
money for arming the Arabs than you do with regard to Israel? 

Mr. Byrroapg. Yes. 

Mr. Roonry. I am entitled to discuss that? 

Mr. Byroaps. Well, it is a fact. We know it isa fact. We would 
not try to hide that. I think when you compare one-third of the 





world here with an area of the size of Israel, it should not be secret 
that our plans are to do more in all of the rest of the area than in that 
one country. 

Mr. Rooney. Then I take it that Iam not precluded from discussing 
anything in this bill, even though these papers are marked, “Secret 
Security Information’’? 

Mr. Byroapr. What we are concerned with, sir, is that the execu- 
tive branch have the authority and flexibility to apply these things 
through the fiscal year as the situation demands, and at the end of 
the fiscal year the distribution of the amount shown in the account 
would depend on their economic need and nothing else. 

[ think it is important in our relations with governments that they 
do not know in advance, regardless of what our policies are, that they 
are going to get a certain amount of money from the United States. 
They know already the general range of that I am certain. 

Mr. Taner. You think they know already, so we ought not to tell 
them, is that it? 

Mr. Byroapr. Well, I think what they know is one thing and what 
we tell them officially in the hearings is another. 

Mr. Taser. That is a peculiar approach where you leave the mem- 
bers of the committee where they do not have the right to discuss 
outside of the closed doors what everyone else knows about. 

Mr. Rooney. Here you have page after page of the justifications 
marked “‘Secret,”’ and it now turns out, for no apparent purpose. 

Mr. Byroape. We are trying to get away from what we had last 
year. 

Mr. Roonry. You want a blank check, is that it? And, in order 
to get the blank check someone decided to write “‘Secret—-security 
information” on the bottom of all these pages. I cannot sum it up 
any other way. With regard to blank checks I think that there are 
instances where they are required, but why, in order to get the blank 
check in this case, mark all these pages ‘‘Secret—security information?” 

I was thinking only last night that if anyone came into my office to 
discuss this bill with me and if I were to respect what I read on these 
pages, I certainly would be in an awkward position. 

Mr. Gary. In fact, someone did come into my office this morning 
and I did not know what to say to them and that is the reason I am 
trying to get some information. 

Mr. Byroapg. There are only two sets of basic program figures 
which are secret. One is the exact military aid figures for the various 
countries. 

Mr. Gary. I can understand that. 

Mr. Byroapr. And the other is the special economic aid involved 
in this Near Eastern area. I do not mean that there are not other 
classified material in this program, but on the basic program figures, 
those are the only two categories that we retained classified. We 
understand your problem very well and we tried to bend over back- 
wards to declassify everything where there was not some strong 
foreign policy or military security reason for keeping them classified. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Rooney. With regard to this language: “Page may be declassi- 
fied upon removal of specific figures with respect to special economic 
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aid’’—this is page II-45. What do you mean by that? That I am 
not supposed to discuss with anyone the figures for Israel? 

Mr. Byroapg. Mr. Rooney, off the record 

(Discussion off the record.) 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Rooney. I still want to know what I can discuss in view of this 
language. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. ANDERSEN. Off the record 

(Discussion off the record.) 


(AFTERNOON SESSION) 


Mr. Rooney. I wonder if you have reached a solution during the 
lunch recess regarding the subject matter we were discussing; is there 
any limitation placed on members of the committee? I believe you 
were out of the room at the time, Mr. Taber. / 

Mr. Taser. I was here when that part of it was discussed. 

Mr. Rooney. Has there been any development on that, Mr. Ohly? 

Mr. Oury. No. 

Mr. Rooney. Concerning discussions by members in reference to 
the justifications of this so-called secret or security information? 

Mr. Byroape. The only answer I can make, Mr. Chairman, is that 
of using your best judgment. 

Mr. Taner. When you are telling everybody else except us, includ- 
ing the folks that are going to be the recipients, I just cannot see why 
it should be so secret. 

Mr. Byroaps. All we are interested in is the printed record. 

Mr. Taser. I think it is a little too much to ask that everybody 
know about it, and we cannot say anything. 

Mr. Rooney. I think perhaps Mr. Byroade covered it when he said 
they are only interested in the printed record. Then, are we at liberty 
to discuss with anyone these matters, if you are interested only in the 
printed record hearings? 

Mr. Byroaps. Of course, I would hate to see it in the newspapers 
tomorrow. 

Mr. Rooney. It is understood that if anyone comes to us and asks 
us a question of course we are still bound by the rules of the Appro- 
priations Committee with regard to discussing matters of the markups 
until they have been reported by the full committee; but with that 
understanding, if someone comes to us and asks us a question, we are at 
liberty to discuss it? 

Mr. Byroapg. That is right. 

(Off-record discussion. ) 


EFFECT OF DEVELOPMENTS ON GOVERNMENTS OF AREA 


Mr. Outy. Mr. Chairman, I wonder if Mr. Byroade might con- 
clude bis statement, so that he can go back and take pait in some of the 
conversations in which he is involved? 

Mr. Taper. Very well. 
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M:. Byrroapse. Mr. Chairman, I can be very brief. I think, in 
general, the governments of this area are all on trial, more than they 
have ever been, before their own people. And, in general, the people 
see what is occurring around them, and they are beginning to know 
more about developments that are taking place in other parts of the 
world, where demonstrations have taken place, and they are really on 
trial as to what they can do witb respect to better living conditions. 

I think it is extremely important that we help ina limited way. Ido 
not believe we can meet the gap of a 5-year plan, but I think it is 
within our interest to help them today. 

(Off-record discussion. ) 

Mr. Byroape. I will be glad to answer any questions the com- 
mittee may have. 


CONSTRUCTION COSTS UNDER SPECIFIC ECONOMIC ASSISTANCE 


Mr. Taser. There seem to have been proposals to go into Egypt 
with a lot of different projects. Those things look like items that 
involve much more than technical assistance; they involve very 
substantial construction costs. 

lhe same thing applies to Syria, Iran, Jordan, and Lebanon. 

Mr. Anprews. Those are illustrative projects, for this specific 
economic item. They are not technical assistance. This is the book 
for special economic aid [indicating]. 

Mr. Taser. These are economic projects? 

Mr. Byroapr. Those are what I have been speaking of. 

Mr. Anprews. This is the $140 million [indicating]. 

Mr. Frnron. Are these final contributions you expect the United 
States to make in those irrigation projects, or is this just the 
beginning? 

Mr. Anprews. I would say that these are illustrative projects of 
what might be done with this special economic aid, certainly it would 
be just a drop in the bucket of what it will have to be 

Mr. Fenton interposing). I will say it will be just a drop in the 
bucket; it is just the beginning. 

M:. Anprews. For the consummation of these various projects. 

Mr. Taser. I understood this technical-assistance business to be a 
plan of showing them our know-how. 

Mr. Anprews. That is contained in this same report, in the big 
book. 

Mr. Taser. That sounds like it is of a scale that must, to a con- 
siderable extent, go far beyond just that. These are large economic 
projects which seem to be a follow-up of the technical-assistance- 
planning business, and these run into quite considerable figures. 

Off-record discussion. 


REDUCTION IN GOVERNMENT PERSONNEL IN GREECE 


Mr. Gary. When I was in Greece in 1947, one of the major prob- 
lems facing the American mission was that of attempting to secure 
a reduction of the number of Greek employees on the Government 
payroll. A large percentage of the population at that time was on 
the Government payroll, and our mission was insisting that the situa- 





251 
tion be improved. I would like to know what improvement has 
been made in that direction. 

Mr. Byroapsg. This is one of the problems of the new Government; 
it is addressing itself to that, and I believe they are calendaring 
action on this that will probably come up this fall, with the special 
purpose of reducing the Civil Service. They have already token 
some steps; there is a 50-percent reduction of Government automo- 
biles for Government personnel. The new Government has found 
itself so involved in immediate problems, such as the effect of increased 
inflation, that they have not as yet fully faced up to the problem. 

Mr. Ounty. I might supplement what Mr. Byroade has said. Very 
little progress was made in terms of actual reduction in the numbers 
until recently. I do not have the very latest returns, but this last 
fall, since the new Government came in, approximately 2,000 were 
taken off the regular Government payroll, reducing it to about 57,000. 
I have here a statement, which | do not think you would want to 
include in the record, but that you might be interested ip looking 
over, Mr. Gary. It refers to specific steps concerning civil-service 
reform in the Central Government, and the local governments, indi- 
cating that steps have been taken in that direction. It gives the 
estimate of the percentage of Government employees in the total 
labor force, and indicates that the percentage is more nearly in line 
with other Western European countries. 

Mr. Taner. Suppose we proceed with Egypt, where we find a 
great number of small projects. 

There seems to be another contribution to LNRWA. What is 
that? 

Mr. Cury. That is the Arab refugee program 

I would like to point out that this is an illustrative list of projects 
so the total would be a great deal more than the funds we are asking 

Mr. Taser. I understand that. 


ACTION OF EXECUTIVE BRANCH WITH REFERENCE TO IRAN 


Mr. Forp. Mr. By roade, what is the significance of the hewspaper 
story that appeared today about what action might be taken by the 
executive branch of the Government in reference to Iranian aid 
Would you care to discuss that in conjunction with what we were 
discussing here this afternoon? 

Mr. Byrroape. Mr. Ford, I think you are talking about the AF 
story, that is, the letter of the President to Mr. Mossadeq. I have 
those letters. They are going to be released to the press this after- 
noon. 

Mr. Rooney. Should they not be in the record, then? 

Mr. Byroape. | will be very glad for you to have them. 

(The letters referred to follow:) 

Jury 9. 1953 
Tue Wuitre House. Topay Mane Pustic tHe FoLtowinae ExcHaNnGce or Com- 


MUNICATIONS BE1 WEEN THE PRESIDENT AND THE PRIME MINISTER OF IRAN, 
JAMES C. HaGertry, Press SECRETARY TO 1HE PRESIDEN’ 


The President’s message to the Prime Minister follows: 
June 29, 1953. 
Dear Mr. Prime Minister: I have received your letter of May 28 in which 
you described the present difficult situation in Iran and expressed the hope that 
the United States might be able to assist Iran in overcoming some of its difficulties 
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In wri my reply which has been delayed until I could have an opportunity 
te nsult with Mr. Dulles and Ambassador Henderson, I am motivated by the 
same spirit of friendly frankne as that which I find reflected in vour letter. _ 

lhe Government and people of the United States historically have cherished 
and still have deep feelings of friendliness for Iran and the Iranian people. They 
sin y hope that Iran will be able to maintain its independence and that the 
Iranian people will be iccessful in realizing their national aspirations and in 
d oping a contented and free nation which will contribute to world prosperity 
and pea 

it primarily because of that hope that the United States Government during 
the last 2 years has made earnest efforts to assist in eliminating certain differences 
between Iran and the United Kingdom which have arisen as a result of the 
nationalization of the Iranian oil industrv. It has been the belief of the United 
States that the reaching of an agrecment in the matter of compensation would 
strengthen confidence throughout the world in the determination of Iran fullv 
to ahere to the principles which render possible a harmonious community of frce 





nati that it would con te to the strengthening of the international credit 
standing of Iran: and that it would lead to the solution of soma of the financial 
and economic problems at present facing Iran. 

The failure of Iran and of the United Kingdom to reach an agreement with 
regard to compensation has handicapped the Government of the United States 
in its efforts to help Iran. There is a strong feeling in the United States, even 
among American citizens most sympathetic to Iran and friendly to the Iranian 


people, that it would not be fair to the American taxpayers for the United States 


Government to extend any considerable amount of economic aid to Iran so 
long as lrar ould |} access to funds derived from the sale of its oil and oil 





products if a reasonable agreement were reached with regard to compensation 
whereby the large-scale marketing of Iranian oil would be resumed. Similarly, 

nerican citizens would be deeply opposed to the purchase by the United 
rovernment of Iranian oil in the absence of an oil settlement. 

There is also considerable sentiment in the United States to the effect that a 
settlement based on the payment of compensation merely for losses of the physical 
assets of a firm which has been nationalized would not be what might be called a 
reasonable settlement and that an agreement to such a settlement might tend to 
weaken mutual trust between free nations engaged in friendly economic inter- 
course. Furthermore, many of my countrymen who have kept themselves 
informed regarding developments in this unfortunate dispute believe that, in 
view of the emotions which have been aroused both in Iran and the United 
Kingdom, efforts to determine by direct negotiation the amount of compensation 
due are more likely to increase friction than to promote understanding. They 
continue to adhere to the opinion that the most practicable and the fairest means 
ttling the question of compensation would be for that question to be referred 
to some neutral international body which could consider on the basis of merit all 
claims and counterclaims. 

I fully understand that the Government of Iran must determine for itself 
which foreign and domestic policies are likely to be most advantageous to Iran 
and to the Iranian people. In what I have written, I am not trying to advise 
the Iranian Government on its best interests. I am merely trying to explain 
why, in the circumstances, the Government of the United States is not presently 
in a position to extend more aid to Iran or to purchase [ranian oil. 

In case Iran should so desire, the United States Government hopes to be able 
to continue to extend technical assistance and military aid on a basis comparable 
to that given during the past year. 

I note the concern reflected in your letter at the present dangerous situation in 
Iran and sincerely hope that before it is too late, the Government of Iran will 
take such steps as are in its power to prevent a further deterioration of that 
situation. 

Please accept, Mr. Prime Minister, the renewed assurances of my highest 
consideration. 
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Dwicut D. EISENHOWER. 


The Prime Minister’s message to the President follows: 


Dear Mr. Presipent: In the kind reply which you sent to my message of 
last January you suggested that I might inform you direct or through diplomatic 
channels of any views that may be of mutual interest. 

In that message I had briefly referred to the hardships and privations which the 
Iranian people had undergone during the last 2 years in their efforts to attain 
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\ eir aspirations and also to the difficulties which the British Government has 
ited for Iran in its support of the illogical claims of an imperialistic company 
iring the few months that have elapsed since the date of that message the 


unian people have been suffering financial hardships and struggling with political 





V ; rigues carried on by the former oil company and the British Government 

, r instance, the purchasers of Iranian oil have been dragged from one court to 

er, and all means of propaganda and diplomacy have been employed i 

ler to place illegal obstacles in the way of the sale of Iranian oil \ithough 

Italian and Japanese courts have declared Iranian oil to be free and unencum- 

ed, the British have not as yet abandoned their unjust and unprincipled 
ivities 


\lthough it was hoped that during Your Excellenecy’s administration attentior 


! a more sympathetic character would be devoted to the Iranian situatio 
ortunately no change seems thus far to have taken place in the position of the 
\merican Government. 
In the message which the Secretary of State sent me from Karachi, he expressed 
ret that the efforts of the United States to co ribute to the solution of the 
blem of compensation had thus far beet uccessful It should be recalled 


at the Iranian Government was prepared to pay the value of the former com 
pany’s properties in Iran in such amount as might be determined by the Inter- 
ational Court of Justice. It was also prepared to accept the jurisdiction of the 
aid court with regard to the amount of compensation provided the British 
overnment would state the amount of its claim in advance and that claim would 
within the bounds of reason. Obviously the Iranian Government also had 
ertain claims against the former oil company and the British Government which 
ould have been presented at the time of the hearing of the case 

rhe British Government, hoping to regain its old position, has in effect ignored 
all of these proposals. 

As aresult of actions taken by the former company and the Pritish Government 

he Iranian nation is now facing great economic and political difficulties. Ther 

can be serious consequences, from an international viewpoint as well, if this situa- 
tion is permitted to continue. If prompt and effective aid is not given this country 
now, any steps that might be taken tomorrow to compensate for the negligence 
of today might well be too late. 

We are of course grateful for the aid heretofore granted Iran by the Government 
of the United States. This aid has not, however, been sufficient to solve the 
problems of Iran and to insure world peace which is the aim and ideal of the noble 
people and of the Government of the United States. 

The standard of living of the Iranian people has been very low as a result of 
century-old imperialistic policies, and it will be impossible to raise it without 


extensive programs of development and rehabilitation. Unfortunately the aid 
heretofore granted has been in principle primarily of a technical nature, and even 
in this respect the assistance needed has not at times been accorded For example, 


the Export-Import Bank which was to have advanced Iran $25 million for use in 
the sphere of agriculture did not do so because of unwarranted outside inter ere ee 

The Iranian nation hopes that with the help and assistance of the American 
Government the obstacles placed in the way of sale of Iranian oil can be removed, 
and that if the American Government is not able to effect a removal of such ob- 
stacles, it can render effective economic assistance to enable Iran to utilize her 
other resources. This country bas natural resources other than oil. The exploita 
tion of these resources would solve the present difficulties of the country. ‘This 
however, is impossible without economic aid. 

In conclusion, I invite Your Excellency’s sympathetic and responsive attention 
to the present dangerous situation of Iran, and I trust that you will ascribe to all 
the points contained in this message the importance due them. 

Please accept, Mr. President, the assurance of my highest consideration. 

Dr. M. Mossapre@ 





(Off-record discussion. ) 
SYRIA 


Mr. Taser. We have half a dozen different projects for Syria 
They are embarking on projects that would run for years. 

Mr. Byrroapr. The figures here are the total costs for the particulas 
projects. 

Mr. Taper. Suppose you look at Syria—lI], in the first paragraph 
where it indicates that it is to run 5 to 8 years. I am very doubtful 
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about it. It says a long-range development, and it is planned for in 
two stages on this particular project. 

Mr. Byroaper. | am told that this particular project can be divided 
into two phases, because there are benefits from the first phase, even 
though the latter part is never done. 

Mr. ANpERSEN. In Syria there is a project in which they are con- 
structing a warehouse. 

Mr. Taner. Grain storage. 

Mr. ANDERSEN. Yes. 

Mr. Taser. $2 million. 

Mr. AnprRSEN. Certainly that is distinctly construction. 


JORDAN 


Mr. Taner. Then you have another project in Jordan. That 
sounds like quite an elaborate project. 

Mr. Fryer. Mr. Chairman, I would like to speak to this project 
in the Jordan. 

Mr. Taser. Very well. 

Mr. Fryer. Jordan, as you know, has about 450,000 Palestinian 
refugees—actually a good percentage of all its people are Palestine 
refugees, and the major purpose of the Jordan River development is 
to enable them to settle a very large number, estimates at some 
[deleted] of these refugees. 

Jordan cannot, however, set aside for the exclusive use of refugees ab 
major portion of its resources. This particular project and other re- 
lated ones, are in a sense all for the same purpose. This particular 
project would open up the largest single opportunity in Jordan for 
settling Palestine refugees. 

And while that project is illustrative, it does present a very real 
opportunity to enable us to help Jordan meet this major problem. 

Mr. ANpERSEN. Most of these refugees are Arabs? 

Mr. Fryer. Arab refugees, who fled or were driven from Israel into 
Jordan. They live in camps in Jericho and other places—altogether 
around a half million of them. 

Mr. Byroapr. I believe if the members of the committee could see 
these refugee camps, they would feel that we should help in some way 
to get these people out of camps. 

(Off the record discussion. 

Mr. ANDERSEN. Is jardon the best spot, so far as assimilating part 
of this group is concerned? 

Mr. Fryer. Yes sir, for those encamped in Jordan. 

(Discussion off the record.) 

Mr. Anpersen. Is there anything further on Jordan, gentlemen? 


EGYPT 


Mr. Andrews, we have been discussing Egypt. Perhaps you can 
go into the technical assistance end of it there. 

Mr. Anprews. The technical assistance side of the Egypt program 
is found in the book at the yellow tab II-39. 1t sets out in a general 
way the technical assistance side of it. 

The amount of money involved is $11,876,000 for next year. If 
the Committee wants, you could ask questions, or I can refer to this. 
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I bave a sheet here which sets out what it is going to be spent for 
in terms of money, in terms of training, in terms of projects, and the 
unexpended balances on the whole thing, on the present program. 
| do not know whether you want that or not. 

Here are the seeds and fertilizers we are going to buy, and pharma- 
ceuticals. 

Mr. ANpERSEN. It might be well to insert that in the record at this 
point. 

(The information follows:) 


Country: Egypt; general agreement signed, May 5, 1951 


In thousands of dollars] 
] 


Actual, Estin i Proposed 
fiscal year fiscal fiscal y« 
1952 ] 1954 
United States program costs (obligation 
ror tu nicia RO] 1 ¥) 
For t 11 AR 8] 
I t y 1, 622 
| 1, 883 
f 87 11, 876 
J te I | l 2 15, 000 
? el L nited Sta 8 ] 
Numt f ig 4 60 2 
> . ry 
I rincipal act i fields 
In thousands of dollar 
I I y 
} 1954 
ir i ur ' 
General pr 209 
I catior 1 6 
He ind sanitat 4 s 
eT 
i ‘ SiZ 
S Ju 
Ty , 
A Ania 30, 1953 
x), 1952 , 
umu 
Obligation $25 32 
Subobligation 42 S24 
Expenditure 142 1, 400 
Unexpended balan June 30, 1953 528 11, 950 
TYPICAI ACTIVITY 
Province development programs, $5,025,000 for fiscal year 1954 


This is a broad cooperative program of development which will attack the basic 
problems of rural life in the provinces of Beheira and Fayoum using 1953 funds 
and be expanded in 1954 into a third selected province, probably in Upper Egypt 
These provincial programs include the reclamation of land for the resettlement of 
landless peasants in connection ¥ ith \aguib’s land-reform program, farm credit, 
the establishment of rural schools and the organization of a system of fundamental! 
education in health sanitation and agriculture for adults, the organization and 
fostering of village crafts industries, the establishment of sanitary water-supply 
services, and additional health centers for villages. 

Provress to date: The project agreement for the Fayoum and Beheira programs 
was sizned on March 19, 1953. This azreement created an Egyptian-American 


35928—53 17 
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Rural Improvement Service as an agency of the Government of Egypt, and 
immediately thereafter a joint Egyptian-American Task Force was organized to 
plan and put into action the details of specific projects to be undertaken. Agree- 
ment No. 1 has been signed by the Co-Directors of the Rural Improvement 
Service setting up the administration for the program of rural development. 


Breakdown of unexpended balance 


{In thousands of dollars] 
] rechnicians 129 
2. Program direction A 60 
3. Owed to joint funds ... 431, 056 
Provinces program : . 19, 701 
Agriculture, forestry, fisheries 387 
Public health ; 125 
Education > 260 
Public works_ _- 2 583 
1. Contracts for services arte 339 
A. D. Little, industry survey 2 aeeaowara 179 
A. D. Little, housing weds ee 25 
Jack Ammon Associates, aerial photography : ee 135 
5. Training awards . ‘ 106 
6. Supplies and equipment mete eek sexe 260 
Transportation cost es ¥. oe ee 150 
Supplies and equipment, desert grazing - ee Bese 16 
Baby chicks_. an i Jeraceeae® 205 46 
Hybrid corn lite ga i Sa At Nr a ah Ove 14 
Miscellaneous _ - - - a a eae a Nt ad 34 
Total ane ; a aa phil we: wide as . 111, 950 
Answer to TOTEC 31 indicates unexpended balance, $12,249, rather than $11,950. This difference due 


to fact that a deposit of approximately $300 ($299) into joint account to implement an administrative project 
szreement pursuant to joint fund program agreement which was to have been made prior to July 1, was 
not completed. 


Egypt—Analysis of estimated commodity requirements by country and activity, 
fiscal year 1953 authorization 


{Thousands of dollars] 


100 AGRICULTURE, FORESTRY AND FISHERIES 


20 Seeds, other than oil seeds 5 te ar 16. 5 
210 Miscellaneous edible animals and animal vegetable products oa 212. 0 
620 Crude oil and petroleum products - - - a , . 29. 
680 Miscellaneous iron and steel manufactures_ --- - 55. 8 
730 Engines and turbines___- Sa cate ata 20. 0 
740 Construction, mining, and conveying equipment - wine 5. 2 
770 Agricultural equipment excluding tractors : a5 : 147. 3 
820 Motor vehicles, engines, and parts : gs 12. 5 
880 Scientific and professional instruments, apparatus, and supplies- - - - 64. 0 
890 Miscellaneous commodities for educational and scientific use - 20. 6 
930 ‘Technical services of all types . sas 2 16. 0 

Total teas a hale tlie argenas 599. 0 


200 HEALTH AND SANITATION 


370 Medical and pharmaceutical preparations . ; aero 8.0 
570 Lumber and sawmill products ene hes 15. 0 
620 Crude oil and petroleum products “ eee tie 1.0 


Go 


640 Nonmetallic minerals and products- - - Rae el ee Roe aie .0 
680 Miscellaneous iron and steel manufactures Se ee Ce ee 0 
740 Construction, mining, and conveying equipment- - - - - - : oo 


n> 
oh 
So 





Or 


moi 


Egypt—Analysis of estimated commodity requirements by country and a 


SSO 
890 


890 


680 
710 
740 
730 
SSO 


880 


SSO 


880 


120 
210 
230 
236 
370 


570 
620 
680 
720 
750 
770 
780 
820 
830 
858 
880 
891 


fiscal year 1953 authorization—Continued 
[Thousands of dollars] 
200 HEALTH AND SANITATION—continued 


Scientific and professional instruments, apparatus, and supplies 
Miscellaneous commodities for educational and scientifie use 


Total 
300 EDUCATION 


Miscellaneous commodities for educational and scientific use 
Total 
400 NATURAL RESOURCES 


Miscellaneous iron and steel products and handtools 
Generators and motors 

Construction, mining, and conveying equipment 

Engines and turbines 

Scientific and professional instruments, apparatus, and supplies 


Total 
500 INDUSTRY AND TRADI 
Scientific and professional instruments, apparatus, and supplies 
Total 
600 TRANSPORTATION AND COMMUNICATIONS 
Scientific and professional instruments, apparatus, and supplies . 
Total 
700 PUBLIC ADMINISTRATION 
Scientific and professional instruments, apparatus, and supplies 
Total 


800 GENERAL PROJECTS 

Seeds and seedlings 

Livestock 
235 Fertilizers 

Insecticides and fungicides 

Pharmaceuticals, drugs and vaccines, medical and hospital supplies 

and equipment 

Educational supplies 

Petroleum and products 

Iron and steel manufactures, including handtools 2 
Electrical apparatus 

Machine tools 

Agricultural equipment, excluding tractors 

Industrial machinery, n. e. ¢ 

Motor vehicles, engines, and parts 
832 Tractors 

Vessels and marine equipment 

Scientific and professional instruments, apparatus, and supplies 
Rubber and products 


Total a 2, 


Grand total 6 


166 


10 


LO 


LO 


10 


LOO 

50 
000 
100 


Qr6 


) 


a 


300 
300 
100 
100 
200 

25 


20 


000 


116 


0 
0 


0 
0 
0 
0 
0 


0 


0 


0) 
0 
0 
0 
0 
0) 
0 
(} 
UO 
0 
0 
0 


0 


0 
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nalysis of estimated commodity requirements by country and activity, fiscal 
year 1954 program 


{Thousands of dollars] 
100 AGRICULTURE, FORESTRY, AND FISHERIES 


Seeds and seedlings 
Livestock_ 

235 Fertilizers 
Pharmaceuticals, drugs, and vaccines 
Generators and motors 
tlectrical apparatus 
Construction, mining, and conveying equipment__--- 
\gricultural equipment, excluding tractors___- 
Office machines and parts 
Vessels and marine equipment a 
Scientific and professional instruments, apparatus, and supplies, 

a. Oo. Gu. . is 

Miscellaneous commodities for educational and scientific use 


Total 
AND SANITATION 


Construction, m I é ce ying equipment 

seientifie an f oné i iments, apparatus and supplies, 
eS e 

Miscellaneous commodit for educational and scientific use 


contract for ruction of ‘ost house 


Total 


( ce macnn z i part 


Scientific and professiona 


Other (educational supp! 


Total 


Generators and motors 
Construction, mining, and conveying equipment 
Scientific and professional instruments, apparatus, and supplies 
Total 
INDUSTRY AND TRADE 
Scientific and professional instruments, apparatus, and supplies 
600 TRANSPORTATION AND COMMUNICATIONS 
Construction, mining, and conveying equipment 
Scientific and professional instruments, apparatus, and supplies 


Other (education supplies 


Total-__-_ 
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gy pt— Analysis of estimated commodity requirements by country and activity, fis 
year 1954 program—Continued 


[Thousands of dollars] 


800 GENERAL PROJECTS 
710 Generators and motors... __--- ; sc asiictenaitlie aaa aad 23. 5 
740 Construction, mining, and conveying equipment 9. O 
880 Scientific and professional instruments, apparatus, and supplies 5. 0 
370 Medical and hospital equipment and supplies - - - - ~~ ; 10. O 
540 Textiles__- Medal ati adias alia ol on ox beh tg tte oe 84. 3 
890 Miscellaneous commodities for educational and scientific use 21. 0 
820 Motor vehicles, engines, and parts -_ -- 56. 0 
680 Iron and steel manufactures including handtools___. ‘ 0. 0 
830-32 Tractors 0 
660 Iron and steel ‘ -- 
780 Industrial machinery, n. e. c_- , 120. 0 
730 Engine and turbines_ _- 100. 0 
858 Vessels and marine equipment_- --_-- : 69. 2 
720 Electrical apparatus __-_......---- eS tude th aaa aah 100. 0 
236 Agricultural pesticides ---~-- -- rele oid . as 100. 0 
570 Lumber and saw-mill products ; 50. 0 


-f. oO 


OGM. w.ca6c Jt Ste, to Sa a sobs. SS, 29 


Grand total 34h ‘ ee 

Mr. Anprews. That is the Egyptian program, just touching the 

principal fields of activity for this $11,950,000. It will have tofdo 

with the usual technicians and trainees, and the usual local costs. 

You have the Egyptian contribution. We take up the agriculture, 

natural resources, education projects, health and sanitation, and about 
the standard type of technical assistance programs. 


IRAN 


Mr. Taper. There is a $13 million project in Iran for some* kind 
of a dam or land improvement. That sounds like quite a liberal 
figure. 

You have another for $17 million for another dam. That is a 
total of $30 million. How much of a population do they have there? 

Mr. Fryer. Around 20 million, sir. 

Mr. Byroapg. Mr. Chairman, we do not plan to spend that much 
money at Iran. I think the total of these projects will not go higher 
than about $11 million. 

Mr. ANprEws. $11 million is the special economic aid factor in the 
1954 program. These are illustrative projects on what might be 
spent, on what is needed. 

Mr. Byrroapr. TCA itself is reduced. The general total in Iran 
would be about that. 

Mr. Anprews. TCA has been reduced to approximately $14 
million. 

LEBANON 


Mr. Taser. In the United States contribution for Lebanon you 
have a river development. It is an irrigation and hydroelectric 
power deal.. I can see, when we are a little bit careful about embark- 
ing on projects ourselves, that it is a little difficult to blossom quite 
so Juxuriantly somewhere else. 
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Here you have an item for a highway development in Lebanon. 
I would not think there would be many places like that where they 
would have the materials and where they would have the labor to do 
something of that sort. 

Mr. Byroapr. There is no doubt that they have the labor, Mr. 
Chairman. We have found out on our road construction projects 
with Turkey what a tremendous help that can be to the economic 
development of the country. It was one of the best projects we have 
had in Turkey. We could speak to the Litani River development, if 
you wish. That is a very interesting one. 

Mr. Tasnr. Is that Lebanon? 

Mr. Byroape. Yes. 

Mr. Garprner. The Litani River, sir, has been subject to intensive 
surveys for the past 2 years, and it represents the greatest single asset 
of this little country of Lebanon, aside from the agricultural potential. 

The contribution whieh we would possibly propose to make—and 
again this is an illustrative program—might help spark this develop- 
ment, which would be of very material assistance to these people. 

Lebanon again is a small country with close to 100,000 Arab refugees. 
It is a country with which our associations happen to be particularly 
close. It forms a bridge between us and the Moslem world. The 
little country is half Christian and half Moslem. It represents again 
an opportunity for us to demonstrate our genuine interest and to help 
solve this problem of the displaced peoples of the area, a problem which 
Congress has already stated is one in which we as a nation have an 


interé 
i; — How ar2 they going to get the rest of the money? 


Mr. Garptner. They would hope they would get a very large 
proportion of the money from their own resources. Probably there 
would also be substantial aid which would come from the international 
bank. 

Mr. Taser. How much of it would come from the international 
bank < 

Mr. Garpiner. It is hard to be precise, sir. We can hardly speak 
for the bank. The bank generally responds to a request for the for- 
eign exchange costs only of such a project. 

There will be a very heavy local cost which quite probably will be 
on the resources of the Lebanese Government and the Lebanese people, 
to carry it out unaided. 

Mr. Forp. How certain are you on your construction costs? We 
have run into a number of cases in our own country, where both the 
Corps of Engineers and the Bureau of Reclamation in the initial con- 
struction estimates have been anywhere from 50 percent to less than 
that in accuracy. 

Mr. Garpiner. I think, sir, it would be very difficult to be precise 
or dogmatic about that. We would hope that such work could be 
carried out by private enterprise. 

I doubt very much if you can get a firm figure in advance, or a con- 
tract figure, for such construction. On the other hand, if we are in 
the hands of a good engineering firm and a good construction company 
I would hope that that cost could be projected with a reasonable degree 
of accuracy. 
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Mr. Forp. I notice in this justification, if you would call it that, for 
this particular project, that the United States Bureau of Reclamation 
has had something to do with it. 

Mr. Garpiner. They have surveyed the general proposals; 


’ 


yes, sir. 


They have led the situation to the stage where plans will be sufficiently 
advanced before the end of the summer to go to a bank and a construc- 
tion company and say: 


This is where the dam should be. This is the approximate height This is 
the design plan. What will it cost to build it? 

Mr. Forp. I would assume you are predicating your cost figures on 
the preliminary work done by the Bureau of Reclamation. 

Mr. GAarpriner. That is true in this case. 

Mr. Forp. Do we have any assurance that they are any more 
accurate here than they have been in their own field in this country? 
Mr. Garpiner. Well, I could net give you any such assurance. 

Mr. Fryer. We can only assure you, it seems to me, that we have a 
very competent number of Bureau of Reclamation technicians there. 
Present calculations are based on the local iabor cost and the use of 
materials generally available locally with a minimum of imported 
materials. 

There is no assurance, Congressman, however, that they are any 
more accurate than they might be in the United States in a similar 
situation. 

To add to what Mr. Gardiner has said, this little project, if con- 
structed, would multiply by 3 the power presently available to 
Lebanon. I think it is now about 30,000 kilowatts, and the develop- 
ment of the Litani River would boost it to 90,000 kilowatts, enabling 
some small industrialization of Lebanon. 

This is related again to the settlement or possible settlement of the 
100,000 refugees in that country. The Litani is the Mississippi of 
the Lebanon. You who have been there know the nature of the river 
and its relation to Lebanon. It is as the Nile is to Egypt, in a way. 
It is the main artery of the country. 

Mr. Fenton. What about the size of those six tunnels? 

Mr. Fryer. They are in the design for this project. 

Mr. Fenton. Yes. 

Mr. Fryer. I cannot give you any exact data on those. The 
preliminary data for final design are due here in September. I can 
give you very little exact information on it, Mr. Congressman. 

Mr. Frenron. It is nothing like the Adams tunnel? 

Mr. Fryer. They are not in that magnitude at all. It is a small 
river. 

Mr. AnprREews. We would call it a “branch.” 

Mr. Fryer. These are relatively small developments, as compared 
to our great reclamation schemes out West. 

Mr. Brroape. Mr. Chairman, | realize that we are posing quite a 
problem to your committee, with the necessity to cut down foreign-aid 
expenses, when we are really asking you in a specific part of the 
world to increase it. It has been done only after most careful con- 
sideration by the President and the National Security Council that 
this was in the security interests of the United States. 

I do not really see any effective way to bring new policies to bear in 
this area unless we have some impetus. 





Mr. ANDERSEN. Is there not a possibility, on the other hand, of 
releasing some of these other projects in other parts of the world, if 
this immediate area is so vital? Certainly there is such a thing as a 

ority list. 

Ouxy. If you look at the rest of our program of economic 
assistance, you will find it has been cut back very drastically except in 
those cases where the expenditure is directly related—as in the case 
of Indochina—to the production or procurement of military equipment 
for forces of very great importance to ourselves. Economic aid in 
this bill has been very specifically identified and is very limited in 
character. 

Mr. Taner. Well, I guess the only thing we can do is to go over it 
pretty carefully and see how we come out. 

Mr. Forp. Mr. Chairman, I might make a suggestion. I think it 
would be wise for the committee to keep in its files a copy of this book 
of justifications which indicates the cost estimates for these projects, 
so that we will have some check in subsequent years as to the accuracy 
of what the predictions were. 

Mr. Taper. I think there can be no question about that. 

Unless someone has some further questions of Mr. Byroade, we will 
allow him to leave at this time. 

Discussion off the record.) 
EGYPT 


Mir. ANDERSEN. Mr. Andrews, we have had inserted in the record 
the synopsis of the technical progress and development item so far as 
Egy pt is concerned 

Mr. AnprREws. That is right. 

Mr. ANDERSEN. Do you have any further comment? 


UNEXPENDED BALANCES 


Mr. ANpREws. I have no further comment except to say that Egypt 
is xn example here ofa so-called unexpended balance carried over from 
the 1953 pregame. 


On page 2 of this it gives the breakdown of those unexpended bal- 
ances and the contracts that are supporting them. I think it is a 
pretty important thing from the standpoint of showing just how this 
unexpended balance thing is tied up. 

\ir. ANppRsEN. Would you like to comment on it briefly now? 

Mr. Anprews. All I want to comment on it is that, for instance, of 
the money in this 1953 program being carried on, you will notice here 
on pege 2 that it involves technicians, obligations to joint funds, and 
contrect services with the Arthur D. Little Co. and the Jack Ammon 
Associates, aerial photographers. Those are specific commercial 
contracts with commercial firms. 

Another item here is the transportation cost, some for the people 
going over and some for people who will be returning from there, 
paving for the transportation costs and things of that kind. I did 
think we ought to call attention to this, because this is one of the 
large unexpended balances we have in this technical assistance pro- 
gram, outside of India. That is the type of thing represented by it. 

Over here on exhibit 6 is given the materials being bought by Amer- 
ican taxpayers’ money in these programs which are shown on the 
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front page of this Egypt business. That is the type of thing which 
goes into these various projects which are getting under way. 

That being in the record will give you some general idea of what 
these things ‘total up to. 

Mr. Taper. In fiscal 1954 you have $11,876,000? 

Mr. Anprews. That is right. 

Mr. Taper. You already have an unexpended balance of $11,950,000? 

Mr. Anprews. That is right. 

Mr. Taper. It seems to me as if you have plenty of money to carry 
you through the year without any additional money. 

Mr. AnpreEws. Sir, the program for 1953 has just recently been 
signed, so that there is no chance even to start the expenditures on 
that. I grant you that could be done, but what you would do is have 
the effect of merely stopping the program for 1 year. You would 
have no continuity in it. 

Mr. Tappr. You mean we have to have a program which provides 
for 2 years in advance? Frankly, I do not understand that way of 
doing business. 

Mr. Fryer. May I speak to this point? 

Mr. Taser. Why do you not approach it from a reasonable stand- 
point? 

Mr. Fryer. In March the Naguib Government showed extraor- 
dinary confidence, and faith of the United States, by entering into 
an agreement by which Egypt contributes $15.7 million to our $10 
million, in a service, which is an agency of the Egyptian Government, 
known as the Egyptian-American Rural Improvement Service. 
This is a basic effort on the part of the two governments, in line with 
the Naguib land reform and other reform programs, in his attempt to 
aid the people of Egypt to improve the level of health and life in the 
basic areas of their concern and need, such as health, education and 
agriculture, in two provinces. 

We are concentrating this work in a demonstration in two provinces 
of what might be done Egyptwide. One is the Province of Beheira, 
which contains about some 700,000 people and involves the new 
subjugation of 20,000 acres of land within a presently irrigated area of 
340,000 acres, south of Alexandria, where they have a problem of the 
salt water encroaching. There is an opportunity in this area not only 
to demonstrate the development of the rural school systems, agricul- 
tural credit, and other things, related to Naguib’s land reform program, 
but also the drains ige of swamp areas to resettle about 2,000 landless 
Egyptian families. This program is just getting under way. It was 
initiated in March. Since March we have had a task force, recruited 
from various Federal agencies, of highly competent people, who are 
with Egyptian colleagues planning an orderly program of action re- 
lating to Egyptian needs—relating to the Naguib development polic 
and to his basic policy of increasing the level of living of the fellahin 

Mr. Taner. I have not heard a single thing in what you have said 
which indicates any reason why we “should “provide for 2 years in 
advance. 

Mr. Fryer. Except, sir, it was not possible. The situation in 
Egypt did not make it possible for us to sit down with the Egyptians 
in this kind of a cooperative arrangement—and these are always 
cooperative programs—until March, nearly at the end of the fiscal 
year in which the moneys were appropriated. It was March before 
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the planning in Egypt made this possible. An agreement was not 
signed until the 19th of March. That left us from the 19th of March 
until now to plan a program which would really represent the highest 
American competence. 

Mr. Taper. It still does not make sense to provide for it for 2 years 
in advance. 

Mr. Fryer. It doesn’t take 2 years but without the money available, 
Mr. Chairman, it would not have been possible for us to negotiate a 
program with the Egyptians. We must first have the congressional 
appropriation to commit the United States. 

Mr. Taser. You do not have any of that money available right 
now, except what might be included in the continuing resolution? 

Mr. Fryer. They were 1953 funds committed by international 
agreement in March, Mr. Chairman. 

Mr. Taser. That would not make any difference. It was not 
obligated. It would not be obligated until you entered into specific 
contracts for it 

Mr. Fryer. The agreement which established the Egyptian- 
American Rural Improvement Service was a firm contract between 
the United States and Egypt, signed on the 19th of March. It 
obligates the money for a rural improvement program in the two 
Egyptian provinces. 

Mr. AnpreEws. That is right. 

Mr. Fryer. It was not possible to do it sooner. 

Mr. Anprews. We have had the overall cooperative “umbrella 
agreement”’ for some 2 years but that doesn’t commit money. 

Mr. Taser. I just cannot see why you have to have 2 years in 
advance. 


PERSONNEL 


You indicate that you want 153 people, and you only have 45 on 
the roll now. Why is that? 

Mr. AnpreEws. That is involved in this development of the two 
big major projects. The program up to the 19th of March was a 
comparatively small program, which involved the rather normal 
relationships, in which there was not a genuine drive and a genuine 
push by the Egyptian Government in it. 

Mr. Fryer. One hundred and fifty-three is the best projection we 
have been able to make based upon information coming from Egypt, 
as the number of American personnel to be associated with the 
Egyptian personnel, the Egyptian technical personnel, in the prosecu- 
tion principally of these 2 very concentrated programs in the 2 
provinces of Fayoum and Beheira. 

Mr. Taser. I do not see why you would need to increase the 
number of employees to such an extent. 

Mr. Anprews. These are spotlighted specific demonstration areas, 
the idea being that there is a combined attack on the tremendous 
problems of the little fellow in the Nile Valley who has been prac- 
tically forgotten up until this new government came in. One of the 
reasons why the land program we have had in Egypt for a couple of 
years has been rather small is that there was simply nothing there. 
The Farouk government had little interest in this little fellow out 
here, and the basic problems of Egypt. When the new government 
came in, when the revolutionary government came in, one of their 
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objectives was to go to the people with a program. The Naguib 
covernment requested that we come with them in trying to attack 
that problem. 


INCREASE IN PROGRAM DURING FISCAL YEAR 19538 


Mr. Fryer. The 58 personnel actually reflect the amount we came 
to the committee with. When we discussed the Egyptian program 
last year it was in the neighborhood of $3 million. This reflected 
somewhat the magnitude of that program 

Mr. Taser. Last year? 

Mr. Fryer. Yes, sir. 

Mr. Taser. You have the program set up here for $12,872,000 

Mr. ANprews. That was the recent program. 

Mr. Fryer. That was the program developed in March. 

Mr. Taser. You mean the amount you come and tell the com- 
mittee you want has nothing to do with the amount that is spent on 
the project? 

Mr. Fryer. Indeed it does, sir. 

Mr. Taper. You asked for $3 million and you took $12 million. 

Mr. Fryer. We asked the committee last year for $3 million as 
an illustrative figure of about what the United States might be able 
to expend on a cooperative basis with Egypt. As the year progressed 
and the nature of the Naguib land and other reform programs began 
unfolding it became apparent in the United States interest that if 
the opportunity arose we should associate ourselves with Egypt very 
positively in connection with these reforms; and the opportunity 
did come. 

Mr. Taser. You took $11 million out of Syria and Lebanon; is 
that right? 

Mr. Frver. Yes. 

Mr. Anprews. That is right. 

Mr. Fryer. By Presidential action, actually. 

Mr. Anprews. The Syria program never had gotten under way. 

Mr. Taser. Maybe that is why you have so much money in here 
for Syria and Lebanon this time. 

Mr. Fryer. The reason that Lebanon presents another kind of 
problem of interest to the committee is this: The Lebanese did not 
sign their point 4 agreement until so late that the funds which would 
have been allotted to Lebanon otherwise could not have been prop- 
erly spent, so they were simply not used in Lebanon. You could 
not justify it in terms of the presentation to the committee for the 
expenditure of those moneys in Lebanon, as late as the agreements 
developed in that country. We had a carryover from 1952 which 
made that possible. 


NEED FOR ADDITIONAL FUNDS IN VIEW OF UNEXPENDED BALANCES 


Mr. AnprERSEN. I still cannot understand. As Mr. Taber has said, 
you will practically have 2 full years of authorization or appropr iations 
on hand if we give you this money. Now, why do you need practi- 
cally a double appropriation? 

Mr. Frrer. Unless there is a continuation of this particular request 
for appropriation, the program automatically would just grind to a 
halt 6 or 9 months from now. 
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Mr. ANDERSEN. I cannot agree with you there. You have made 
certain commitments. 

Mir. Fryer. We have made commitments. 

Mr. ANDERSEN. Out of this earlier sum. 

Mr. Fryer. Yes, sir. 

Mr. AnpeRsEN. Allright. If that earlier sum is rescinded why can 
you not simply utilize the 1954 appropriation to take care of those 
commitments? What is the difference? 

Mr. fryer. Well, we are using the 1953 appropriations to take care 
of them 

\ir. ANDERSEN. You have not expended them. 

\ir. Fryer. No, sir; they have not been expended. They have 
only been obligated and committed and are in the pipeline one way 
or another. Unless there are: additional appropriations for the 
program 

Mr. ANprews. You grind to a halt for next year. 

Mr. AnprerRsEeN. You have been delayed 9 months because of 
the failure to sign the agreement. 

Mr. Anprews. But we cannot talk about a program for the follow- 
ing year until we come in for an appropriation from this committee, 
which would be next year sometime. In the meantime the program 
would stop. 

Mr. Forp. How long do these funds which you now have remain 
available, until completely expended? In other words, how far in the 
fiscal year 1954 would the funds you received in 1953 last? 

Mr. Anprews. They would run 8 or 9 months. 

Mr. AnperRSEN. Off the record. 

(Discussion off the record. ) 

Mr. Taser. You are not able to explain it; that is all. 

Mr. Fryer. Well, the 1954 program must certainly reflect our 
interest in these countries continuing the point 4 part of the program. 
This is an extraordinary case in Egypt. 

Egypt wants, for example—and we have asked in 1954—to establish 
in upper Egypt a second demonstration in one of the provinces, near 
the Sudan border. They were prelimiaary discussions, and nothing 
was final. We cannot possible discuss a program with any govern- 
ment, no matter how badly the ‘Vy May want to cooperate with us, 
until the funds have been made avauable by the Congress. Only 
then can negotiation begin. Only then can we in w risdom start 
recruiting personnel and buying i iKigh This requires, then, an 
a‘lvance period of planning which may take several months after 
the appropriations are made. 

Mr. Anprews. This points up what I was trying to show this morn- 
ing, that this technical-assistance type of operation is simply slow. 
In normal circumstances you have to go slow with it. It is just 
inevitable. Maybe it should not be, but you just cannot spend money 
for point 4 programs like you are just buying chicken coops. You 
have to get technicians out there and you have to get supplies based 
on the technical needs, and not imaginary needs. 

Mr. Taser. Dr. Fenton, do you have any questions? 
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SALINITY PROBLEM 


Mr. Fenton. Going back to the subject of irrigation, something 
was said, I believe by you, Mr. Andrews, about the salinity problem 
over there. 

Mr. ANpREws. Yes, sir. 

Mr. Fenton. In what areas do you have that trouble? 

Mr. Anprews. That is primarily in Pakistan. That is the Asia 
program, which we will get into. There is some salinity in the Egyp- 
tian area, but the big salinity problem is in Pakistan at the present 
time, in the Ganges and Indus Basin. 

Mr. Fenton. I believe you said we had it licked in this country 

Mr. AnpREws. Sir? 

Mr. Fenton. You said we had the salinity problem licked in this 
country. 

Mr. ANnprews. We do not have it permanently licked, but we know 
how to work with it, in thet we have a drainage system. When you 
build an irrigation ditch to put the water on the land you also build 
a drainage system to take this salt water off the land. That involves 
a whole lot of pumps and a pretty expensive process. That has not 
been done either in Egypt or in Pakistan, or in India. They have 
never used that sort of a system. They are going to have to come to 
it or lose the land. 

Mr. Fenton. I thought you made reference to the salinity in the 
water and the fact that we had the problem licked in this country. As 
a matter of fact we have not begun to touch it. 

Mr. ANprEews. That is right. We have been able, though, sir, to 
take land in Arizona and Utah and the Salinas Basin in California, 
which had virtually gone to salt, and by washing and by using tube 
wells and pumping drainage below the land turn that land into pro- 
duction. This land which was abandoned 30 years ago is now back 
in production. It took the Interior Department Reclamation Bureau 
out here 20 years to discover that. They have not been trying that 
at all in any of these other countries. 

Mr. Fenron. We are just starting a 5-year program on that. We 
are just beginning to go into the matter. 

Mr. Anprews. That is right. 

Mr. Fenton. They have not solved it. 

Mr. ANprEws. They have not solved it. Maybe I should have 
said this: They have been able to reclaim and reconstitute certain 
land which had gone ovt because of salt. We have been able to do 
that. There are methods which have been devised. If I spoke 
little too enthusiastically about ow far we had gone I apologize. 


NEED FOR ADDITIONAL FUNDS IN VIEW OF UNEXPENDED BALANCES 


Mr. Fryer. May | speak back to the point, Mr. Chairman, because 
this is a question which obviously worries the committee. It is so 
important in terms of real understanding of the nature of our problem 
and the problem of the Congress in connection with appropriations. 
Funds appropriated and signed by agreement are specifically obligated 
for a specific purpose by agreement. It provides what the host 
country shall do and what we shall do, and this is pertinent to other 
considerations in the area. In the case of Egypt it ties the program 
very specifically to two provinces in Egypt. 
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Now, the Egyptians are very anxious, and it is in our interest that 
we aid them in connection with land reform, raising the level of living 
and helping these people, so that they can expand this to other projects. 
We cannot, by the nature of our agreement with Egypt, go beyond 
the 2 provinces covered here, so we have agreed and they have agreed 
to put money into 2 specific areas. The expansion of this program 
and the aiding of Egypt in the development of this program is so 
directly related to the level of living of the people of Eg gypt, and it is 
inherently in the appropriation of 1954 that we aid the Egyptians. 
It is the continuance of the program. It is not a doubling of appro- 
priations. It is increasing an activity that is just so apparently 
necessary to the interests of the United States. 

By doing what is being done in Alexandria, and also doing it in 
Southern Egypt, what is being done in the north of Egypt, that this 
is accomplished. The same kind of thing happens in all of these 
countries, because by agreement with the country we and they put 
money into very specific things. It would be disastrous to think 
that this money is free money available for general purposes, because 
it is tied by international agreement to very specific things not only 
in this case, but in others to come. 

Mr. Anprews. I might also interpose that a country has to go to 
some little effort itself to match this money. They have to have 
their own plans. In many instances people have come in and said: 
“Well, now, we can dig this money up this year, but are you going to 
stay with us and not pull out from under us next year?” 

It is a fact that in a development program like this it is simply 
something where you have to look at it in the sense that it is a con- 
tinuing eoing-forward process here. The facts are that if you rush 
it, like spending it for spending’s sake, you get into trouble. In the 
case of Lebanon last year we certainly could have spent this money 
but as a matter of policy until the Lebanese came up and showed 
themselves, that they had some responsibilities here, and put some 
money into this program themselves, we simply would not do it. 
At long last at the tail end of the year, after we had taken some of 
this money out and put it in Egypt, they came through and their own 
Parliament put $15 million into a development program, through 
their own Congress. 

Mr. Fryer. Some of these things place a rather frightening respon- 
sibility on the United States. 

Mr. Taser. You have told us that same story about four times now. 

Mr. AnpreEws, All right, sir. 

Mr. Davis. I have just one question. 


NECESSITY FOR APPROPRIATION AVAILABILITY PRIOR TO MAKING OF 
AGREEMENTS 


In the discussion of the technical part of this program this morning 
the statement was made that these agreements had to be entered into 
and that they then expected us to go through with them; that it 
amounted to a commitment on our part. In fact, at that time I 
made a note of it and I was concerned as to whether they understood 
that all of this was subject to a subsequent appropriation by the 
United States Congress. 

Mr. Anprews. No. 
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Mr. Onty. The commitments we are talking about are commit- 
ments made after the appropriation of funds. 

Mr. Anprews. After the appropriation, sir. 

Mr. Davis. I did not understand that with regard to this morning’s 
testimony. 

Mr. Anprews. That is true. 

Mr. Davis. Now, of course, it is different. 

Mr. AnpREws. We cannot talk to anybody until we have the money 
the Congress has appropriated. Then we can go and discuss this. 
Then it is only a matter of how much money we can put in, which 
depends on what Congress has given us. Then these things are dis- 
cussed, and we have this overall agreement | was telling you about, 
which is a commitment. 

No; we cannot. We cannot even informally discuss funds on that. 
And we do not. 

Mr. Davis. Do I understand that you do not make any agreements 
concerning this point 4 or technical-assistance program with any 
country until you have had an initial appropriation? 

Mr. AnpreEws. Yes, sir. 

Mr. Davis. For use in that country? 

Mr. ANpDREws. Yes, sir. 

Mr. Davis. That is all. 

Mr. Forp. No questions, Mr. Chairman. 

Mr. Gary. I think what vou have reference to arose this morning 
in the discussion as to what funds were obligated and what were 
unobligated. 

Mr. Davis. Off the record. 

(Discussion off the record.) 


OBJECTIVES OF PAKISTAN PROGRAM 


Mr. Davis. There is another comment that should be made on 
this Pakistan question, in order to bring it into perspective a bit. 
As we understand from the information that has been given to us 
by the Foreign Affairs Committee in its reports, Pakistan historically 
was a wheat-exporting country, and at the time of issue of wheat for 
India, much was said that Pakistan had wheat available and wanted 
to deal with India on a commercial basis. When this recent emer- 
gency-relief bill for Pakistan was passed, it was based upon the fact 
of the unusual drought that had occurred there during the past 2 
years. So, I do not think we can quite justify a heavy technical- 
i program in Pakistan on the basis of the recent shortage. 
It is the unusual weather that they have had. 

Mr. ANprREws. In the sense of the amount of water coming down 
the Indus and the Ganges, there again their irrigation is on a river- 
bed-level system. The irrigation ditches come out from the river at 
river-bed level and then go on out. If the water does not come out 
high enough from the river bed, you do not have the water. 

The program in Pakistan right now has two objectives. One, of 
course, is the attack of the salinity problem in the areas where they 
are salting up. We want to put a well down and bring fresh water 
up and soak it back through the land to take the salinity back into the 
area. 
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The other is to use the tube well as a supplemental irrigation source 
so that when the water in the Indus and the Ganges fails to come up 
to a sufficient level they can use the deep-ground water to supplement 
their irrigation system. That is the basis of the two broad programs 
in India. 

Water at the right time with fertilizer on the crop will just about 
double the productivity of a given area of land, but it has to be at the 
right time. They may need only one irrigation, but they have to 
have it at the right time. 

Mr. Davis. This is probably not a fair statement to make, but I 
gained the impression there is no uniform standard of this assistance 
that is applied among the various countries. It appears somebody 
makes a decision that we ought to give some help to some particular 
part of the world, to some particular country, and we go in there and 
lcok for some project that we can spend money on. 

Mr. Anprews. That is not true. The overall decision was made 
the policy of the Government in the Act for International Develop- 
ment. Countries all over the world came in and wanted to have what 
they thought was coming. You know that Congress had a relatively 
small appropriation one year, a little more the next, and a larger one 
the next, and this year it is down some. We have tried to hold it 
down. 

We have requests from more people than we could ever supply. 
There are more projects than we could ever supply. There is no way 
on earth to meet all the things that they are asking for, but you can 
find certain basic things that will contribute to the economic better- 
ment of the country which will raise the standard of living of the 
people. That is what this Act for International Development is 
about, to help countries help themselves to the end that the standard 
of living of their people may be increased. 

These projects, the ones we try to select to go together or, are to be 
of some basic nature which will assist those people in the future to help 
themselves. 

Now, mr are 1 million things that you can do, but you have to 
hold it to a basic lin e or you could spend money by the shovelful. 
That is act ies criterion. The criterion is, What is the project, and 
will it contribute to the overall objective of a sounder economic 
condition in the country and raise the standard of living of the people. 
That is what we are shooting at, and that is the basis on which these 
programs are selected. 

This business in Pakistan is a natural thing. The natural thing is 
to goatit. Eighty-five percent of the people in the world are farmers. 
At least, that is true in that part of the country. There are more 
hungry people in that part of the world than are m any other part of 
the world, and the population is increasing faster than the agricultural 
production is increasing. In fact, agricultural production is dropping 
back; so, you are attacking that as one of the basic problems. 

Mr. Garpiner. May I refer to the previous question that was 
asked about what is common about these special economic aid 
programs? All these countries are on the southern rim of Russia. 
Thev are especially exposed to pressure from the Soviets. In the 
case of the near eastern countries, you have the special issue of the 
refugee problem. Now, the distribution as Saaween countries has 
had the most careful consideration in the highest circles of the execu- 
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tive branch and has been justified on that basis to the authorizing 
committees of the Congress. It is not a hit-or-miss scheme. We 
are greatly concerned about India, Pakistan, Iran, Syria, Lebanon, 
Keypt, Jordan, and Israel, and that is the reason we have weighted 
our economic assistance to those countries. 

Mr. Anprews. If the chairman wishes to go on, Ethiopia is our 
next country. 

ETHIOPIA 


Mr. Taser. For Ethiopia you show $1,631,000. 

We will insert the information on Ethiopia in the record at this 
point. 

(The information is as follows:) 


Country: Ethiopia; general agreement signed June 16, 1951 


{In thousands of dollars] 


estimated : 
Actual, fiscal | Estimat " I 
Oro fiscal yea s< 
year 1952 ‘ 
. 1953 
United States program costs (obligations 
For technicians 2%) 757 
For tra { 
For local eost 4 +4 i 
For ppl i equipr it 17 4 
Total 1,072 1, 384 6 
Estimated Ethiopian contribution 643 2, 20 0 
Number of United States technicians 2 60 76 
Number of training awards 6 2 
Principal activity fields 
I 1ousand 1Ollar 
I il yea k yea 
153 ' 
Agriculture and natural resources 693 
General projects 212 22 
Education 174 ISS 
Health and sanitation 116 141 
All other 1s¥ 151 
Potal 1, 384 1, 63 
A June As of Jun 
1952 1953 
Obligations 1, 150 2, 590 
Subobligations 1. 150 2 500 
Expenditures 704 2, 3M 
Unexpended balance June 30, 1953 444 1 
Cumulative 
2 Obligation to be increased $23,000 
rYPICAL ACTIVITY 
Education and extension, $692,000 for fiscal year 1954 
Purpose: (1) To start construction of the basic physical plant for the operatio 


of an agricultural and mechanical arts college, with associated extension, researc! 
and demonstration farms; (2) to continue operation of the agricultural secondar 
school and start a second school in another province 

Progress to date: The Ethiopian Government, with the assistance of Unit 
States technicians has established an agricultural secondary school at Jin 


35928—53 15 





where students are learning improved farming methods and rural-development 
practices. Some of these students will become teachers in the elementary schools 
throughout the provinces, some will become agricultural leaders to demonstrate 
new techniques, others will undertake advanced studies in agricultural institutions 
of higher learning. The school has been underway since October 1952 with an 
enrollment of 78 students It is planned to expand enrollment to 150 with the 


t 


opening of the school vear next October. In addition to academic instructions, 


} ‘ 


e students have started experimental plots and a broad program of research 
as begun. The first 4-H Club has been started on the campus and the student 


members have already put on demonstration shows of improved coffee drying 
| ng procedures ffee is the largest cash crop in the area. This 


he beginnir f an extension service program. 


} 


eat lown of inex pe nded halance 
In thousands of dollars] 
Program direction 28 
Balance owed to joint funds 182 


1210 


sted unext i 4, of which 435 constituted owed deposits 
were to be made during next few « he rest included 28 unexpended under pro- 
snd 144 as unliquidated P. A.’s, pending charges for technicians, travel, etc 


rated commodity requirements by country and activity, fiscal year 


195 3 program 


<] 
J 


AGRICULTURE, FORESTRY, AND FISHERIES 
Miscellaneous inedible animals and animal and vegetable products 85 
35 Fertilizers ; 10. 
Insecticides and fungicides 10. 


Scientific and professional instruments, apparatus, and supplies 
9 


400 NATURAL RESOURCES 
nd steel manufactures, including handtools 


ectrical apparatus 


struction, mining, and conveying equipment 
Total 
606 rRANSPORTATION AND COMMUNICATIONS 


and professional instruments, apparatus, and supplies, 


800 GENERAL PROJECT—ERITREA 
Industrial machinery, n. e. c., including office equipment 
Motor vehicles, excluding tractors 
Scientific and professional instruments, apparatus, and supplies - - 


Total 


Grand total 
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Analysis of estimated commodity requirements by country and activity, fiscal year 
1954 program 


{In thousands of dollars] 
100 AGRICULTURE, FORESTRY, AND FISHERIE 


Bread grains- aa 

Seeds and seedlings 

Livestock 
235 Fertilizers 

Insecticides and fungicides 

Pharmaceuticals, drugs, and vaccines 

Petroleum and products 
691 Aluminum 

lron and steel 

Iron and steel manufactures, including handtools 
Generators and motors 

Electrical apparatus 

Engine and turbines 

Agricultural equipment, excluding tractors 

Motor vehicles, engines, and parts 
832 Tractors 

Scientific and professional instruments, apparatus and supplies 1 
Textiles 

( opper 

Rubber and products 


Total 
200 HEALTH AND SANITATION 


Pharmaceuticals, drugs, and vaccines 

Petroleum and products 

Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies, 
n. €&. C 

Other (educational supplies 


Total 
00 EDUCATION 


Iron and steel manufacturers, including handtools 

Machine tools 

Scientific and professional instruments, apparatus, and supplies 
Books and visual aids 


Total 
400 NATURAL RESOURCES 


Iron and steel manufactures, including handtools 

Construction, mining, and conveying equipment 

Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies 


Total 
500 INDUSTRY AND TRADE 


780 Industrial machinery n. e, c_- _ 

820 Motor vehicles, engines, and parts ‘ 

880 Scientific and professional instruments, apparatus, and supplies 
890 Educational supplies baawite : 
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Analysis of estimated commodity requirements by country and activity, fiscal year 
1954 program—Continued 


[In thousands of dollars] 


700 





PUBLIC 





ADMINISTRATION 


620 Petroleum and products, total _ - 2.0 


800 





GENERAL PROJECTS——ERITREA 


010 Bread grains é ict adenivckidusasameces hong 24. 0 
120 Seeds and seedlings aa . ite atest ie wi atts de ‘ 2. 0 
570 Furniture ag tes te Be hs les dvccieaks SaaS 9. 0 
620 Petroleum and products aii sels oaks. 8. 0 
680 Iron and steel manufactures, including handtools___.._..---__- ad 10. 0 
720 I opel | apparatus . i a teat Pare ae a 2. 5 
820 M« tor vehicles, engines, and parts Ngee Gee tet Te cheee oleae ie dts 6.5 
880 Scientific and professional instruments, apparatus, and supplies =e 12. 0 
890 Other (educational supplies : we Std as ub eae 16. 0 
780 Office supplies and equipment pi sist. bees 10. 0 


Total oe bd ebn na shen ebueneebebese seus 


Grand total 


Mr. Taser. Why do you need all this money? 

Mr. Anprews. ‘lo carry forward these programs in health, sanita- 
tion, the usual type of point 4 projects. 

| would like to bring up one thing. Here is one place where the 
inexpended balance is only $210,000. 

Vir. Taper. You have spent most of this money? 

Mr. ANpreEws. Yes. 


Mr. Taser. You did not have to have a contract with these people? 
\Ir. ANpREws. There is a contract there too. 












NUMBER OF PERSONNEL 





Mr. Taner. About how many people do you have there now? 

Mr. Anprews. We have 60, and are asking for 16 more for next 

ear. 

Mr. Taser. As of what date did you have the 60? 

Mr. Anprews. That is the estimated number that would have 
arrived at that country the end of the fiscal year. 

Mr. Taper. As of May 31 you had 25 and you want 76. It 
sounds like you are multiplying your activity by 3, and that is a 

rather libe ral oper ition. 

Mr. AnprEws. Sir, there is one point that I would like to ake. 
There are 24 contract technicians in addition to the 25 there o that 
list, which brings them up a little higher. 

Mr. Fryer. We have 42 in Ethiopia at the present time. 

The pipeline project will bring it up to 60 at the end of the fiscal 
yeal 

Mr. Taber. Why do you not show what you have instead of some- 
thing else when they give us a report? 

Mr. AnprEws. You do not know how many you are going to get. 
If you could tell me how quickly we can get the people out of the 
country I can tell you when we would have them there. We are 
simply tied up. There are probably people leaving today for Ethi- 
Opla. 













Mr. Taser. This is an increase of $247,000 over last year. 

Mr. AnpRews. Yes. 

Mr. Taser. You are boosting your agriculture $240,000 and you 
are boosting everything else a little. 

Mr. Anprews. That is right. 

Mr. TaBer. Except “all other.’”” That seems to be going down. 

Are there any questions on this? 

Mr. Forp. | thought Ethiopia was, prior to World War II, the 
showplace of the Italian Government in its program of development. 

Mr. AnpreEws. It was. 

Mr. Forp. What was the result of that program? 

Mr. Anprews. I would like to say this off the record. 

(Discussion off the record.) 


IRAN 


Mr. Taper. Let us hear about Iran. We will insert the informa- 
tion on Iran at this point in the record. 
(The information referred to is as follows:) 


Country: Tran; general agreement signed Jan 


In thousands of dollars} 


P r < Ire) Y a 
Actual, fiseal Estimate i, F one 
fiscal year fiscal year 


« 952 
year 1952 1953 1954 


United States program costs (obligations 
For technicians 
For trainees 
For local costs 
For supplies and equipment 


rotal 


Estimated Iranian contribution 
Number of United States technicians - - 
Number of training 


P) ine ipal activity fre lds 


{In thousands of dollars] 


Agriculture and natural resources 
General projects 

Education 

Health and sanitation - - 

All other 


Total 


Cumulative | Cumulative 
as of June as of June 
30, 1952 30, 1953 


Obligations eek t, 23, 740 46, 940 
Subobligations- . - - ; 3, 306 39, 820 
Expenditures * 4, 870 33, 804 
Unexpended balance June 30, 1953 . ; 18, 580 13, 233 





rYPICAL ACTIVITY 


Sanitary engineering S¢ 9,000 for fiscal year 1954 
ler the cooperative health program, sanitation facilities are improved and 
1 in rural villages and small towns, including construction of village 
age and school latrines, sewage-disposal systems, and sanitary 
and water-distribution systems. Sanitarian engineers and sanitarian 
trained through courses and demonstrations to carrv out these activities 
are specially trained in the operation, maintenance, and repair of 
pumps and equipment Where especially needed, village clean-up is 
- purposes of minimizing sources of disease such as flie Voluntary 
s widely used in construction activities, an 1 the widest possible 
lagers and landlords is secured in order to make them feel that 
a gram is their own to maintain in the future as new needs arise 
Progress ti ite: (1) Completion of 8 public bathhouses and installation of 
1,000 village and school latrines; (2) completion of 33 deepwater wells with pump- 
{ , ling sanitarv water; (3) 81 well operators trained: (4) completion 
water-distribution systems; (5) Teheran water treatment plant in 
Bandar-Abbas water system in progress: completed parts already 
marked reduction of water-borne diseases; (7) 75 sanitarian aides, and 
engineers trained; (8) completion of sanitation clean-up of city of 
Dezful (city of » blind), including construction of drainage canal, sewers, and 
2,000 latrir ith resulting reduction of flies and trachoma. 


Breakdown of unexpended balance 


[In thousands of dollars] 
Technicians 
Program direction 
Contributions owed to joint funds 


Agriculture 

Health 

Education 

Industry 

Land resources , 
Public administration 4 : 140 
Natural resources 207 
Transportation and communication 655 
Housing ee 3 120 


4 Service contracts 674 


Syracuse University : 5 : a 382 
Utah University . : . oe j 220 
Whiting Dalotiain 26 
Near East Foundation See ac ae 46 


5. Training awards - ers 661 
6. Project supplies and equipment : 958 

——_—z 
Total ‘ , cuws 20; 888 


Amount withheld to purchase supplies and equipment in United States and offshore. 





Analysis of estimated commodity requirements by country and activity, fisca 


1958 program 
[Thousands of dollars) 
100 AGRICULTURE, FORESTRY, AND FISHERIES 


060 Oil cake and meal and other feeds and fodder 

20 ~=Seeds, other than oil seeds 

170 Raw cotton, unmanufactured 

180 . Wool, unmanufactured 

210 Miscellaneous edible animals and animal vegetable products 
235 Phosphates and other fertilizer materials ‘ 

236 Agricultural pesticides 

620 Crude oil and petroleum products 

660 Iron and steel 

680 Miscellaneous iron and steel manufactures 

710 Generators and motors 

720 Electrical apparatus 

730 Engines and turbines 

740 Construction, mining and conveying equipment 

750 Machine tools 

770 =Agricultural equipment, excluding tractors 

780 Industrial machinery, n. e. ¢ 

820 Motor vehicles, engines, and parts 

832 Tractors 

840 Aircraft, parts, accessories, and ground-handling equipment 
880 Scientific and professional instruments, apparatus, and supplies 
890 Other (educational supplies 

Contract ! 


Total 
200 HEALTH AND SANITATION 


236 Agricultural pesticides 000. 0 
370 Medicinal and pharmaceutical preparations 301. 0 
390 Chemicals and chemical preparations 64. 0 
570 Lumber and sawmill products and lumber manufactures 75. 0 
660 Iron and steel 328. 7 
680 Iron and steel, including handtools 30. 0 
710 Generators and motors 70. 0 
720 Electrical apparatus 110.0 
730 Engines and turbines 162. 5 
740 Construction, mining and conveying equipment 120. 0 
780 Industrial machinery, n. e. ¢ 115. 0 
820 Motor vehicles, engines and parts 261. 4 
880 Scientific and professional instruments, apparatus and supplies 376. 0 
890 Miscellaneous commodities for educational and scientific use 255. 4 
930 Technical services of all types 15. 0 
Contract, construction 30. 0 
Syracuse, film contract 2 43. 0 
Total. - ; 3, 557. 0 


1 Syracuse film contract, total $347.0 of which $136.0 is allocated by TCA/Iran to ‘Agriculture, forestry, 
and fisheries.’’ 

2 Syracuse film contract for $347.0 of which $143.0 is the prorated share charged to the Health and sanita- 
tion program.”’ 





Analysis of estimated commodity requirements by country and activity, fiscal year 
1953 program—Continued 


[Thousands of dollars] 
300 EDUCATION 


390 Chemicals and chemical preparations - 26 15. 
680 Miscellaneous iron and steel manufactures aa 100. 
780 Industrial machinery, n. e. e__- 10. 
820 Motor vehicles, engines, and parts 57. 
880 Scientific and professional instruments, apparatus, and supplies_. 21. 
890 Miscellaneous commodities for educational and scientific use _ - - - - 30. 
Contract * ale ere eee eee See 68. 


I ho acess 301. 


400 NATURAL RESOURCES 
660 Iron and steel oe ; oe 158. 0 
680 Miscellaneous iron and steel manufactures. : 67. 0 
780 Industrial machinery, n. e. c___ es ; 90. 0 
820 Motor vehicles, engines, and parts 7 : 30. 0 
880 Scientific and professional instruments, apparatus, and supplies___ 135. 0 
890 Miscellaneous commodities for educational and scientific use 50. 0 


Total 530. 0 


500 INDUSTRY AND TRADE 
Wool, unmanufactured 


Industrial machinery, n. e. ¢ 
Scientific and professional instruments, apparatus, and supplies 


Total 


600 rRANSPORTATION COMMUNICATIONS, AND PUBLIC WORKS 


660 Iron and steel 

680 Miscellaneous iron and steel manufactures 

710 Generators and motors 

720 Electrical apparatus 

730 Engines and turbines 

850 Railrosd transportation equipment and parts 

880 Scientific and profesionsl instruments, apparatus, and supplies- 
890 Miscellaneous commodities for educational and scientific use 


Total 


700 PUBLIC ADMINISTRATION 


620 Petroleum and products 

710 Generators and motors 

720 Electrical apparatus 

770 Agricultural equipment excluding tractors 

780 Industrial machinery, n. e. c. including office machines 
820 Motor vehicles, engines, and parts. 

880 Scientific and professional instruments, apparatus, and : 
891 Rubber and rubber products 
930 Technical services of all types_ 


Total 


800 GENERAL PROJECTS 


060 Oileake and meal and other feeds and fodder 
120 Seeds and seedlings -_ _ 

210 Livestock___ 

235 ~=Fertilizers 

236 =«=~Pest ic ides 

370 


* Syracuse film contract of $347.0 prorated with share of $68.0 allocated to the education program. 
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Analysis of estimated commodity requirements by country and actwity, 
1953 program—Continued 


(Thousands of dollars] 
800 GENERAL PROJECTS—continued 


570 Lumber and sawmill products and lumber manufactures_ 

660 Iron and steel_ 

680 Miscellaneous iron and steel manufactures 

710 Generators and motors 

720 Electrical apparatus - - - - - -- sigh : 

740 Construction, mining, and convey ‘ing equipment__- 

780 Industrial machinery, n.e.c 

820 Motor vehicles, excluding tractors 

880 Scientific and professional instruments, apparatus, and supplies 
890 Other (educational supplies) - - - - 4 


Total__- 
Grand total 


inalysis of estimated commodity requirements, by country and activity, . 
1954 program 


[Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


060 Oil cake and meal and other feeds and fodder 

120 Seeds, other than oilseeds 

170 Raw cotton (unmanufactured) 

210 Miscellaneous edib le animals and animal vegetable products 
235 Phosphates and other fertilizer materials 

236 Agile ultural pesticides 

620 Crude-oil and petroleum products 

660 Iron and steel 

680 Miscellaneous iron and steel manufactures 

710 Generators and motors 

720 =Electrical apparatus 

730 Engines and turbines 

740 Construction, mining, and conveying equipment 

750 Machine tools 

770 =Agricultural equipment, excluding tractors 

780 Industrial machinery, n. e. ¢ 

820 Motor vehicles, engines, and parts 

832 Tractors 

840 Aircraft, parts, accessories, and ground-handling equipment 
880 Scientific and professional instruments, apparatus, and supplies 


Total 


200 HEALTH AND SANITATION 


236 Agricultural pesticides ___- 

370 Medicinal and pharmaceutic al prepars ations _ 

390 Chemicals and chemical preparations-___-- 

570 Lumber and sawmill products and lumber manufactures 

660 Iron and steel-__--- 

680 Miscellaneous iron and steel manufactures 

710 Generators and motors. 

720 Electrical apparatus 

730 Engines and turbines- 

740 Construction, mining, and convey ing equipme nt- 

780 Industrial machinery, n. e. c_- 

820 Motor vehicles, engines, and parts 

880 Scientific and professional instruments, apparatus, and supplies 
890 Miscellaneous commodities for educational and scientific use 
930 Technical services of all types--_----- 


Total 
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Analysis of estimated commodity requirements, by country and activity, fiscal year 


660 
680 
780 
820 
SSO) 


1954 program—Continued 
[In thousands of dollars} 
300 EDUCATION 


Chemicals and chemical preparations 

Miscellaneous iron and steel manufactures 

Industrial machinery, n. e. c 

Motor vehicles, engines and parts ’ . Seeder te 
Scientific and professional instruments, apparatus, and supplies__- 
Miscellaneous commodities for educational and scientific use 


Total 
400 NATURAL RESOURCES 


Iron and steel ot OS. 0 
Miscellaneous iron and steel manufactures 52. 0 
Industrial machinery, n. e. ¢ 80. 0 
Motor vehicles, engines and parts 30. 0 
Scientific and professional instruments, apparatus and supplies _ __ 107. 0 


Total 367. 0 
500 INDUSTRY AND TRADE 


Wool (unmanufactured 
Scientific and professional instruments, apparatus and supplies _ 


Total _- 


600 rPRANSPORTATION, COMMUNICATIONS, AND PUBLIC WORKS 


Iron and steel_ 

Miscellaneous iron and steel manufactures 

Generators and motors 

Electrical apparatus 

Engines and turbines 

Railroad transportation equipment and parts 

Scientific and professional instruments, apparatus and supplies - 
Miscellaneous commodities for educational and scientific use _ _- 


Total 


700 PUBLIC ADMINISTRATION 


w 


Crude-oil and pe troleum products 

Generators and motors 

Electrical apparatus 

Agricultural equipment excluding tractors - 

Industrial machinery, n. e. c 

Motor vehicles, engines and parts 3 
Scientific and professional instruments, apparatus anc. supplies - 
Rubber and rubber products 


be 
et Or NS Go Or 


Total 
800 GENERAL PROJECTS 
Scientific and professional instruments, apparatus and supplies - --_ 10. 0 


Rte oan ‘ d 10. 0 


rand total f Lass 3, 079. 0 
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Mr. Taser. How much are you requesting for the fiscal year 1954? 

Mr. ANprews. So far as the technical assistance is concerned, 
$13,907,000 against what we had this past year of $23,124,000. Of 
course, in this past year some of that $23,124,000 was actually used 
and I will be strictly honest about it—for economic aid or projects of a 
character of special economic aid. 

Mr. Taper. You are asking for a considerable increase in personnel, 
are you not? 

Mr. AnprReEws. Yes. 

Mr. Gary. Do I understand from what was said today that this 
amount, $13,907,000, will not be used unless this oil controversy is 
settled? 

Mr. AnprEws. No. The letter implies here that the technical- 
assistance program of about the size that is going on there now will 
be continued. I happen to know that it is the policy of our Govern- 
ment to continue the technical assistance and the small amount of 
economic aid at the level of the past year, which was $23 million. 

The special economic aid is $11 million. 


UNEXPENDED BALANCE 


Mr. Taser, Will you comment on the unexpended balance of 
$13,233,000? 

Mr. ANprews. That is in the form of contracts and materials 
which you will note on page 2, having to do with the contributions to 
the joint fund. Part of it 1s used in setting up credit banks. Employ- 
ees of Syracuse University, employees of Utah University, and a con- 
tract with the Near East Foundation, which are really firm contracts, 
the money committed, and has not been paid out. 


IRAQ 


Mr. Taser. We will now proceed with Iraq. 
We will insert the information on Iraq in the record at this point. 
(The information referred to is as follows:) 


Country: Iraq; general agreement signed: Apr. 10, 1958 


{In thousands of dollars] 
Estimated Proposed 


fiscal year fiscal year 
1953 


Actual fiscal 
year 1952 


United States program costs (obligations) | 
For technicians 7 1, 110 
For trainees 153 160 
For local costs } 158 
For supplies and equipment_ - 442 
Total 35s 1, 870 | 
Estimated Iraqi contribution 5 116, 600 | 
Number of United States technicians 22 | 70 
Number of training awards 38 


! Includes approximately $12 million funds budgeted by Iraq Development Board for contributions for 
construction of highways, irrigation facilities, and similar works 





Principal activity fields 


{In thousands of dollars] 





i natural resources 


As of June ‘ae 
30, 1952 (cumulati 


Obligations i iti aeeiees Msiheatals : od 456 
Subobligations....-. diet inatie — ee all 456 
Expenditures 5 ee eee eee 138 


718 








TYPICAL ACTIVITY 
Road development, $186,000 for fiscal year 1954 


Purpose: (1) Introduction of better methods for road construction; (2) establish- 


« 


ment of drafting room for modern map production; (3) introduction of more 


. 
f 


efficient methods of work into the Public Works Department, resulting in a more 
rapid construction of roads than the original schedule provided. 

Progress to date: (1) engineering surveys have been made under point 4, 
supervision and construction is underway on all-weather surfaced Basra-Baghdad 
road, the Kut-Baghdad road, and seven mountain-access roads; (2) the TCA 
road construction team designed a road materials laboratory and, with Iraqui 
funds, purchased laboratory equipment, installed it, and are training Iraquis 


in its operation. They are conducting tests-on road and bridge materials; (3 
the Iraq Public Works Ageney under TCA supervision has built, equipped, and 
staffed a modern drafting room 


Breakdown of une rpended balance 
In thousands of dollars 
Cechnicians 
Program direction 
Contracts 


Technical institute 1__ 
Village life improvement ?__-_-_- _- “apie 
Edward Kelsey and Beck—roads building 3 

University of Arizona 4 ; sem 

Health and sanitation buildings and equipment 5 
Village life improvement buildings and equipment °- _ - 


Training awards_-___... .-_-- 
Projects supplies and equipment 


Agriculture___- — 
Health and sanitation 
Education ; 
Water resources_____ 
Land resources . 
General__-_ 


OR its aoc 
For a project in technical education; Iraquis are building a technical institute; United States is supplying 
technical personnel and some equipment. 
2? Village life improvement project, involving a community-development program in which United States 
provides personnel, supplies, and equipment 
Roads-building program—provision of advisory technical assistance. 
‘ Arizona is providing instructors for the agricultural college 
5 Equipment for community-development program. 
* Equipment for community-development program. 
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lysis of estimated commodity requirements, by country and activity, fiscal 
1958 program 


{In thousands of dollars) 


100 AGRICULTURE, FORESTRY AND FISHERIES 
Fertilizers — — - vinta Staats tades ' 
Agricultural equipment, excluding tractors_-_-_ 
Motor vehicles, engines, and parts 
Tractors __- ‘ 
Scientific and professional instruments, apparatus, and supplies 
Livestock 
Bread grains 
Insecticides and fungicides__ 
Pharmaceuticals, drugs, and vaccines 
Other (educational supplies) - - - 


Total 


200 HEALTH AND SANITATION 


Pharmaceuticals, drugs, and vaccines 
Motor vehicles, engines, and parts 
Scientific and professional instruments apparatus 


Other (ed tional suppl . 
Total 


300 EDUCATION 


tools 


Iron and steel manufactures, including hand 
‘| 


\T > } no nad “| 
Viotor venk Ss, engines, a 1d parts 


e 
Scientific and professional instruments, apparatus 


apparatu 


\ND TR 


a 


S¢l , apparatus 
Other (e ational s Ipplies 


Total 
600 TRANSPORTATION AND COMMUNICATIONS 
Scientific and professional instruments, apparatus, and 
Total 
700 PUBLIC ADMINISTRATION 
Scientific and professional instruments, apparatus, and supplic 


Total 
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of estimated commodity requirements, by country and activity, fiscal year 
1953 program—Continued 


{In thousands of dollars] 
800 GENERAL PROJECTS 


Iron and steel manufactures, including hand tools 
Construction, mining, and conveying equipment 
Agricultural equipment, excluding tractors 
Industrial machinery, n. e. ¢c 

Motor vehicles, engines, and parts 

Petroleum and products 


Total 
Grand total : ; 442 


of estimated commodity requirements, by country and activity, fiscal year 
1954 program 


{In thousands of dollars] 


100 AGRICULTURE, FORESTRY AND FISHERIES 
Fertilizers , 
Iron and steel manufactures, including handtools 
Agricultural equipment, excluding tractors 
Motor vehicles, engines, and parts 
Tractors 
Scientific and professional instruments, apparatus, and supplies___- 
Livestock 
Seeds and seedlings 
Rubber and products 
Insecticides and fungicides 
Pharmaceuticals, drugs, and vaccines 
Educational supplies 
Office supplies and equipment-_ 


1h bo 


~ 


t 


i 


ot & 


w 


~ 


ne 


Total 


200 HEALTH AND SANITATION 


Scientific and professional instruments 
Insecticides and fungicides 
Pharmaceuticals, drugs, and vaccines 
Office supplies and equipment 


apparatus, and supplies 


’ 


Total 


300 EDUCATION 


[ron and steel manufactures, including handtools 
Agricultural equipment, excluding tractors 
Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies 
Livestock 

Seeds and seedlings 

Petroleum and products 

Rubber and products 

Textiles 

Educational supplies 

Office supplies and equipment 


Total 


400 NATURAL RESOURCES 


Scientific and professional instruments, apparatus, and supplies- --- 
Office supplies and equipment-_- - -- - 


Total 
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Analysis of estimated commodity requirements, by country and activity, fiscal year 
1954 program—Continued 


{In thousands of dollars] 
500 INDUSTRY AND TRADE 


Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies 
Petroleum and products 

Office supplies and equipment 


Total 
600 TRANSPORTATION AND COMMUNICATIONS 


Motor vehicles, engines, and parts 
Scientific and professional instruments, apparatus, and supplies 
Petroleum and products- 
tubber and products 
Office supplies and equipment 
Total 


700 PUBLIC ADMINISTRATION 


Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies 
Petroleum and products 

Rubber and products we 

Educational supplies 

Office supplies and equipment 


Total ___ 


800 GENERAL PROJECTS 
Fertilizer _ - - - -- . 
Iron and steel manufactures, including handtools 
Agricultural equipment, excluding tractors 
Motor vehicles, engines, and parts 
Scientific and professional instruments, apparatus, and supplies 
Petroleum and products 
Rubber and products 
Educational supplies 
Office supplies and equipment 


Total 


Grand total 


Mr. Taser. How much are you asking for Iraq? 
Mr. AnpDREws. $2,237,000. 


PERSONAL SERVICES 


Mr. Taser. How is the personnel situation? 

Mr. Anprews. There is supposed to be an estimate of 80 arriving. 
We are asking for 104. 

Mr. Taser. How many do you have actually working as of July 1? 

Mr. Anprews. We have 71 on board, plus the contract people. 

Mr. Forp. I notice that Arizona is providing instructors for the 
agricultural college. 

Mr. AnpreEws. Yes; that is what you call a contract employee. 
As a policy, in carrying out these agricultural programs, of course 
you have to build up the educational institutions which will be 
supported. You cannot have an extension service in Iraq unless you 





train Iraquis to be extension workers. They have a little college out 
there. They have few people of university status that can handle a 
curricula of courses. As a policy, we have what we call a sister-to- 
sister relationship. We got the University of Arizona to agree to 
send people and join with the agricultural college in Iraq for an 
exchange of students, an exchange of professors, and it supplied 
professors there to help get this school started. 

Mr. Forp. Does Arizona pay for that? 

Mr. ANpREws. We pay Arizona and Arizona pays the people out 
there. It is a contract between us and Arizona for supplying that 
sort of service for Iraq. 

Mr. Taper. You are asking for a $367,000 increase for this par- 
ticular country. You might comment on that. 

Mr. Anprews. I would like to let Mr. Fryer, who is in charge of 
that area, give specific details on that. 


RESETTLEMENT OF LANDLESS PEASANTS 


Fryer. It relates principally to the Mira Sirf program in 
Iraq. ‘That is the program which Iraq is undertaking at the present 
time to resettle landless peasants on lands now belonging to the 
state. The increase in this allotment roughly represents an oppor- 
tunity to further our assistance to Lraq in this particular field, as 
well as to provide additional technicians in connection with the 
operations of the Central Economic Development Board which by 
law receives 70 percent of the oil rovelties of that country and on 
which there is an American representative with a voting right, as 

ll as a British representative. 


in furtherance, really, of our opportunity in a country which 
1¢ considerable oil royalties through technical assistance to 
r economic development 
e estimate that Iraq will put about $15 million into the program 
year, programs which are developed and arise out of our technical 
assistance. 


ISRAEL 


\'r. ANDERSEN. We will now proceed with Israel. We will insert 
the information on Israel in the record at this time 
[he information referred to follows:) 


CountTrRY: ISRAEL 
General agreement signed: Feb. 26, 1951 
In thousands of 
Estimated Proposed 


Actu = fiscal year fiscal year 
Jeet 0s 1953 1954 


sts (obligations 
local costs 


w supplies and equipment 


Total 
Estimated Israeli contribution 


Number of United States technicians 
Number of training awards 
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Principal activity fields 


{In thousands of dollars] 


| Fiscal year Fiscal year 
1953 


Agriculture and natural resources -._- ; 639 
General projects | 459 
Education ‘ aad 341 
Health and sanitation é 317 
All other. - . \ 714 


Total . 2,470 


As of June As of June 
30,1952 | 30, 1953 


Obligations... 

Subobligations 

Expenditures 

Unexpended balance, June 30, 1953 


TYPICAL ACTIVITY 


Vocational and technical education, $164,000 for fiscal year 1954 

Purpose.—(1) establish training courses; (2) assist in equipping trade schools 
and vocational training centers; (3) establish 6 new shops to serve as models in 
order to improve operation of existing shops; (4) advice and guide existing training 
centers; (5) improve agricultural schools and farm shops. 

Of the roughly 700,000 immigrants who have entered Israel since the inception 
of the State, approximately 50 percent came without skills while the experience 
of the others was predominately in the services field. There is a need to train 
or retrain these people in order to permit them to find productive employment and 
contribute to the economic growth of the State. Statistics indicate that only 
24 percent of 1mmigrants since 1948 were previously gainfully employed. Only 
5 percent were farmers, fishermen, miners or quarry workers; 38 percent crafts- 
men, including only a few industrial workers; 5.5 percent industrial workers and 
5.5 percent unskilled labor. There is a critical need for an increase in trained 
productive workers. 

Progress to date: (1) Vocational training courses established; (2) advisory 
services being furnishea; (3) training centers under construction and equipment 
being procured; (4) guides and standards for apprenticeship training established; 
(5) specific apprenticeship training (and systems) established in certain industries; 
(6) establishment joint working arrangements with Ministries of Labor and 
Education to coordinate and facilitate vocational education and apprenticeship 
training. Israel has a lower proportion of people employed in production (as 
distinguished from services) activjties than the United States or Western European 
countries. 


35928—53——_19 





I8s 


Breakdown of unexpended balance 

1. Technicians sat : swe dt a iene 5 ateees $176 
2. Program direction __- : a ae . 86 
3. Supplies and equipment pursuant to program agreements ; . 12,616 

511—Agriculture 

116—Health and sanitation 

&41—Education 

154— Natural resources 

4103—Trade and industry 

21—Transportation communications and public works. 

233—Public administration. 

109—Water resources 

129—Vocational training 
1, Contracts for service 

4.2— Manpower study 

1.8—Social service 

Training awards ‘ ; ~ i a 14 


ites Sse. 2 . — 


1 i United States for supplies and 
i is used for the local costs of the program 
» urgency related to the longer scale grant 


Analysis of estimated commodity requirements by country and activity, fiscal year 
1953 program 


[Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


Bread grains 

Seeds and seedlings 

Cotton 

Wool 

Livestock 

Insecticides and fungicides 

Iron and steel , 

Iron and steel manufactures, including handtools 
Agricultural equipment, excluding tractors- ---- 
Tractors 

Scientific and professional instruments, apparatus 


Total 
200 HEALTH AND SANITATION 


Pharmaceuticals, drugs and vaccines 

Industrial machinery not elsewhere classified 

Motor vehicles . 

Scientific and professional instruments, apparatus and supplies 
Other (educational supplies 


Total 


300 EDUCATION 
Iron and steel 
Iron and steel manufactures, including handtools 
Generators and motors 
Electrical apparatus 
Machine tools 
Motor vehicles, engines and parts 
Scientifie and professional instruments, apparatus and supplies 


Other (educational suppli ee 


Total... 
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Analysis of estimated commodity requirements by country and activity, fiscal year 
1958 program—Continued 
[Thousands of dollars] 


400 NATURAL RESOURCES 


680 Iron and steel manufactures, including handtools_..___- er 10. 0 
740 Construction, mining, and conveying equipment__........------ 57. 0 
820 Motor vehicles, engines and parts re ieetl. 12.0 
830-832 Tractors_- P i 30. 0 
880 Scientific and professional instruments, apparatus and supplies - -- 18. 0 

FINE ad seston s : a i 127. 0 

500 INDUSTRY AND TRADE 

750 Machine tools : 50. 0 
780 Industrial machinery, n. e. ¢ \ 85. 0 
880 Scientific and professional instruments, apparatus and supplies 120. 0 

Total i at 255. 0 

600 TRANSPORTATION AND COMMUNICATIONS 

880 Scientific and professional instruments, apparatus and supplies - - - 65. 0 

Total F aa Bis 65. 0 

700 PUBLIC ADMINISTRATION 

880 Scientific and professional instruments, apparatus and supplies 34. 0 
890 Other (educational supplies 23. 0 
930 Technical services of all types 22. 0 

Total ‘s 79. 0 

800 GENERAL PROJECTS 

230-235 Fertilizers . 1. 0 
660 Tron and steel aod 15. 0 
750 Machine tools 17.5 
770 Agricultural equipment, excluding tractors ‘ : 14. 5 
820 Motor, vehicles, excluding tractors sehete 12. 0 
880 Scientific and professional instruments, apparatus and supplies ‘ 10. 5 
210 Livestock 5. 0 
010 Bread grains ‘ ; a 4.0 
120 Seeds and seedlings 13. 5 
370 Medical and pharmaceutical preparations ___- ; bok 1.0 
390 Other (educational supplies st 1.0 


Total ae tee 7 95. 0 


Grand total 1,119.0 








680 ~ 
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Analysis of estimated commodity requirements by country and activity, 
fiscal year 1954 program 


[Thousands of dollars] 


100 AGRICULTURE, FORESTRY AND FISHERIES 





Iron and steel manufactures, including handtools_-_--....-.--.--- 5. 0 
770 Agricultural equipment, excluding tractors__......_.........-_-_-- 45. 0 
A See a Ee one nae Os 25. 0 
880 Scientific and professional instruments, apparatus and supplies -_-__- 15. 0 
eee) Senne S oi 6 Seu sas id eee CL deGEKas eel DUR AGEne 35. 0 
010 Bread grains ; eee d ss ankle) eR ac eI ethno 5.0 
ee Ge . . ci ccmeendkctieeeswpendun amemmenitent eek 17.0 
ap es 5 ok os bs a nas cote at EM A ak Ra es 2. 0 
180 Wool_- ee aie ie eles Pei I ee 17.0 
236 Insecticides and fungicides____________._..-----.-..-.-------.-- 11.0 
eee Other tecuentional supplies) .. ....-.~. 2226 cebu sc ced 6.0 
NN Ai rari ial ter parte a eas ce cen apare tases wicca Wiceahntaictniahine 183. 0 
200 HEALTH AND SANITATION 
740 Construction, mining — conveying equipment______.___------- a 2.0 
Toe Industrial meeiney; MOONS. oobi 5d Ke i eile 1.0 
820 Motor vehicles, alae ‘and RS ats DoW feo oe SS. Sethe eeeee 12.0 
880 Scientific and professional instruments, apparatus and supplies___-_- 5. 0 
370 Pharmaceuticals, drugs and vaccines ai oss aprigtas ao sana acndia aedimaets merch 7.0 
SUS. tther feduentiomal suman) oo ode Sh Ce nn cece wsaccne 3. 0 
ME SRE ee ee Secu ate otadeee Sua cate bal raenueees 30. 0 
300 EDUCATION 
I ata a hI a ras cla eed inal an aga aici 19. 3 
680 Iron and steel manufac tures, including ented. «ccc eeecolSet pon 27. 4 
Se are I IRIE RNIN oi. ase Sep oar eaten hare nlic am an ales Geb aennanann eee 5. 7 
I eS NN case a re) 2 tS es we earee nari itd ek res cae Nt le oa 36. 4 
880 J Scientific and professional instruments, ‘apparatus and supplies - - --- 13.5 
ay AP Reseer CUURCNE MRCNIOR) ok Ceci ucoweceneesere as 34. 7 
oi eae ot ween lots Eee sen wec le eaeweaees 137. 0 
40 NATURAL RESOURCES 
680 Iron and steel manufactures, including handtools__..--...-------- 2.0 
740 Construction, mining and conveying equipment---.---...-------- 17.0 
820 Motor vehicles, engines and parte. iu2c 2s. ccc ue eel eke 5. 0 
ee cana cwuug pe euuen she aecul 3. 0 
880 Scientific and professional instruments, apparatus and supplies- - --- 2.0 
Pe iia doc een eee cake Set ae bids Bde ee en snes 29. 0 
=——_—_—_ 
500 INDUSTRY AND TRADE 
880 Scientific and professional instruments, apparatus and supplies__.. 14.0 
I i i a eae mee 14.0 
600 TRANSPORTATION, COMMUNICATIONS, AND PUBLIC WORKS 
880 Scientific and professional instruments, apparatus and supplies- ---- 17.0 
tes. dacakeiohionksd beabemiokinn team nian bee 17.0 
700 PUBLIC ADMINISTRATION 
880 Scientific and professional instruments, apparatus and supplies ----- 9.6 
600 Other (educational supplies) ..........................22---.--- 6. 





nw ar rN OOO Oo°oSo oO 


eS See we ee ee 
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Analysis of estimated commodity requirements by country and activity, 
fiscal year 1954 program—Continued 
[Thousands of dollars] 


800 GENERAL PROJECTS 


230-235 Fertilizers...............- praca ; : 1.5 
OR on cnn katcvnsewswns hai —— ai 1.0 
780 Industrial machinery, n. e. c___---- : 43 
880 Scientific and professional instrume nts, ‘apparatu us and supplies - ace 2.0 
SO ae i 86 wen ik oh ndelnkdnwan cde and edb eda Sees 2.0 
I (can Ne re ee 2.5 
nical Ati Riese tancdich o> OA ate 3.2 
236 Insecticides and fungicides_...................~-- hic idee aaa is 3 
370 Pharmaceuticals, drugs and vaccines_____._._____._----- secu a 
890 Other (educational IN 5. 6s Kh ehawes cn mdenerammaian thence iain 4. 4 

DO a ea es Sox acne ae : ; 20. 0 

CARINE CU kerr 2s i ora a nics ume ntielns is “446, 0 


Mr. Anprews. The technical assistance program in Israel is small, 
$1,521,000. 

Mr. ANDERSEN. Comment on the personnel picture. 

Mr. ANpReEws. In personnel, we have 42 on board. We have 72 
scheduled in the 1954 program. ‘The trainees are the Israelis coming 
to this country. I want to comment on that as a most important 
part of our, technical general assistance program, bringing people to 
this country for special training. There are 60 of them scheduled 
this time. 

Mr. ANppRSEN. You have a rather sizable unexpended balance 
here, $2,898,000. 

Mr. Anprews. That is right. The reason for that unexpended 
balance is simply this: The Israeli State has not been as anxious on 
the technical assistance side as they have been to get the special 
economic aid, and our program has been slow in getting underway 
out there. Again, we have had difficulty in the so- -called matching 
fund and getting the program generally unde rway. 

Mr. ANperseN. Mr. Andrews, if there is any indication on the 
part of any nation that our technical assistance is not wanted or 
needed, why press it upon them? 

Mr. ANpREws. We do not press it upon them. What they want 
is a lot of technicians out there. When we get out there they do not 
get their money up and get started. 

Mr. ANDERSEN. Why not withdraw until they are ready to take 
over? 

Mr. AnpreEws. We have ordered withdrawals in two cases within 
this last year and in every case we did not get away with it because 
they came in at the last minute and said, “ Here is the money; let’s go.”’ 


JORDAN 


Mr. ANDERSEN. We will now take up Jordan. We will insert the 
information on Jordan in the record. 
(The information referred to is as follows:) 
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et he 


CouNTRY: JORDAN 


General agreement staqned Fe b, 27, 1951 











In thousands of dollars} 
Actual, fiscal Estimated, Proposed, 
vear 1952 fiscal year fiscal year 
oe 1953 1954 
United States program cost bligations | 
For technicians O4 455 822 
For trainee 142 82 175 
For local costs 1, 970 1, 216 636 
For supplies and equipment 1, 231 942 625 
rotal 3, 437 2, 695 2, 258 
Estimated Jordanian contribution 1} 935 | 2, 160 
Number of United States techniciar ll 34 69 
Number of training awards 23 41 
Principal activity fields 
[In thousands of dollars] 
Fiscal year Fiscal year 
1953 1954 
Agriculture and natural resource 1, 373 1, 265 
General projects * 
Education 405 299 
Healt nd sanitation | 302 246 
Al) other 615 448 
a aa ais cele . aes 2, 695 2, 258 
As of June As of June 
30, 1952 30, 1953 
Cumulative 
Obligations . 3, 456 6, 330 
Subobligations ‘ F 720 | 3, 749 
Expenditures a 156 1, 936 
Unexpended balance, June 30, 1953_................... ces Webi ties Bi 3, 650 4,477 


TYPICAL ACTIVITY 


Development of desert grasslands, $267,000 for fiscal year 1954 

Purpose—To train Jordanian engineers, field crews, and tribal leaders in 
planning construction and operation of water-spreading structures to bring addi- 
tional grasslands into use. Check of forage production on water-spread areas 
shows a wet weight of 16 tons per acre of usable green forage (about 2 tons of dry 
hay). The grass grew approximately 2 feet on the average. Where no prepara- 
tion or seeding has been done on the water-spreading projects, the native forage 
plants have greatly increased in vigor, density, and volume growth. Preliminary 
checks show approximately 10 times as much forage produced in these areas as is 
now produced on similar adjacent areas unaffected by water spreading. The 
most productive portions of the water spreading plots will be used for hay pro- 
duction. This hay will be reserved for periods of drought or extreme need by 
the bedouin tribes. 

The significance of this water spreading program is indicated by the fact that 
there are at least 400,000 acres of land in the Jordan desert and semidesert areas 
which can be placed under water-spreading systems. At present these areas are 
producing little or no forage value. With water spreading those projects which 
received water, based on the existing demonstration will produce approximately 
2 tons of forage per acre. This will add approximately 200,000 tons of good hay 
to Jordan’s production. This hay is valued on the current market at approxi- 
mately $25 per ton. This indicates that through a widespread water-spreading 
program, the gross income of Jordan could be increased by $5 million per year. 

The total overall cost of such a project it is estimated would be $10 million 
(only the demonstration portion from the point 4 program). In other words, the 
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gross yearly income is estimated to be 50 percent of the total estimated cost. 
These figures are based on the present costs on the demonstration water spreading 
projects. 

sreakdown of unexpended balance 


{In thousands of dollars] 
1. Technicians ae , 259 
2. Program direction Dil sees 36 
3. Owed to joint funds: 
(a) Agriculture sl ; - ; ; 641 
(Equipment, 221; local costs, 175; rural eredit fund, 200; 
extension project, 45.) 


(b) Health and sanitation . 414 
Equipment, 201; construction contract, 131; local costs, 
82.) 
Education ‘ ‘ ‘ 598 
(Supplies, 106; construction contract, 302; local costs, 
190 
(d) Natural resources , tGndest leumeee 
Contracts, 675; equipment, 301; local costs, 344 
(e) Range resources wie 175 


Contracts, 75; equipment, 85; local costs, 15 


(f) Economic development r 905 
Contracts, 492; equipment, 90; local costs, 323 

4. Training awards_ -- : we 161 

rs a aa tas ae eh a te ee i oe 14,477 


teply to TOTEC 31 indicated 4,835, a difference of 358. Of this 200 was to be set up as revolving rural 
credit fund, not completed. Rest divided up among the other fields of activity in small arnounts. 


Analysis of estimated commoditu require ments by country and activity, fiscal year 
1953 program 


[Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


770 Agricultural equipment, excluding tractors a : 31.9 

830-32 Tractors_- : . 90.0 

210 Livestock : : -. “eo 

930 Technical services of all types - -- 17.5 
Total _ _- ¢ ae aa : com. see 

200 HEALTH AND SANITATION 

880 Scientific and professional instruments, apparatus and supplies, 

total__ , aeaaete o> aceeibiaelanm ae cios aes Sates ulti Savane A te 33. 0 
300 EDUCATION 

750 Machine tools “ eacé “ a 5. 5 

770 «=Agricultural equipment, excluding tractors 13. 0 

820 Motor vehicles, engines and parts 6. 0 

880 Scientific and professional instruments and apparatus 7.0 

890 Other (educational supplies) 78. 5 
Total i a o 110. 0 

400 NATURAL RESOURCES 

660 Iron and steel . 100.0 

930 Technical services of all types 212.0 

890 Other (educational supplies) 275. 0 
Total . , 587. 0 

600 TRANSPORTATION AND COMMUNICATIONS 

820 Motor vehicles, engines and parts, total_..............--.-------- 20. 0 

Grand total_- Be nd eee abe nmeisemmnmesewa enue 942. 0 
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Analysis of estimated commodity requirements by country and activity, fiscal year 


230-235 Fertilizers 


680 
770 
820 
880 
210 
120 
620 
236 
370 
780 
930 
740 


660 
710 
740 
770 
820 


1954 program 
[Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


Iron and steel manufactures, i 

Agricultural equipment, exc eding tractors__- 
Motor vehicles, engines and parts 

Scientific and professional instruments, apparatus a 
Livestock __ 

Seeds and seedlings 
Petroleum and products 
Insecticides and fungicides i 
Pharmaceuticals, drugs, and vaccines 

Office supplies and equipment_- 

Technical services of all types_- 

Construction, mining and conveying equipment 


200 HEALTH AND SANITATION 


Motor vehicles, engines, and parts oo 

Scientific and professional instruments, apparatus 1 and supplies - _--- 
Petroleum and products - 

Medical and hospital equipme nt and supplies 

Office supplies and equipment_- 


Total 
300 EDUCATION 


Iron and steel es including handtools_ 

Electrical apparatus _ 

Agricultural equipment, exc cluding tractors. 

Industrial machinery, n. e. c Seeks ariin 

Motor vehicles, engines and parts. S ecned 

Scientific and professional instruments, apparatus and supplies 
Pharmaceuticals, drugs, and vaccines 

Textiles _ _- Stas a 

Other educational supplies _ ise 

Office supplies and equipment_- 


Total 


400 NATURAL RESOURCES 
Iron and steel_-_-___-_- 
Generators and motors 
Construction, mining, and conveying equipment. 
Agricultural Sa excluding tractors 


830— 832 Tractors___- 


880 
120 
620 
540 
780 


Scientific and professional instruments, apparatus and supplies 
Seeds and seedlings -_ - 

Petroleum and products -- 

Textiles _ _ 
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inalysis of estimated commodity requirements by country and activity, fiscal year 
1954 program—Continued 


(Thousands of dollars] 
500 INDUSTRY AND TRADE 


740 Construction, mining and conveying equipment a 75 
750 Machine tools__._.._ _-- ry 2 
820 Motor vehicles, engines and parts ‘ . 9 
880 Scientific and professional instruments, apparatus and supplies - - -- - 15 
620 Petroleum and products -.- iad ‘5 ee rae sie 3 
890 Other educational supplies___- ssi ‘ ; 1 
780 Office supplies and equipment- -- -- - -- -- z ein 6 
ROG Te ssi dL qaawecs B 111 
600 TRANSPORTATION AND COMMUNICATIONS 
780 Office supplies and equipment, total___...___--- . . mat ] 
700 PUBLIC ADMINISTRATION 
890 Other educational supplies, total______~-_- bids iis 1 
Grand total_ wats : ‘ 625 


Mr. Anprews. The Jordan program for 1954, as you will notice, is 
$2,258,000. It follows the general pattern of agricultural, health, 
sanitation, education, natural resources development, and natural 
resources development is just a little bit more. 


UNEXPENDED BALANCE 


Mr. ANDERSEN. I notice that you have twice the sum proposed 
for 1954 in the unexpended category right now. 

Mr. ANnprReEws. That is true, sir. 

Mr. ANDERSEN. You have $4,477,000 unexpended. 

Mr. Anprews. That is nearly all in the form of absolute, specific 
construction contracts. 

Mr. ANDERSEN. Do you mean to say that you have a backlog 
of 2 years’ appropr iations here unexpended? 

Mr. AnprReEws. No, sir. The money has not been paid out. The 
engineering firms ac tually are performing work and being paid as we 
go along on it. The work is going on. Firm contracts are made. It 
is not a package buying proposition. It takes time to work it through. 

Mr. ANDERSEN. A breakdown of the unexpended balance is shown 
on page 2 of the information on Jordan. It shows $259,000 for 
technicians. If that is unexpended, are you going to take this new 
money for technicians and have additional people? What is the 
situation there? Do we not have a duplication there? 

Mr. Fryer. No, we have not. This money is due agencies for 
reimbursement of travel and salaries of the technicians. It has not 
been paid to them because the technicians are sent out on a reim- 
bursable basis. 

Mr. ANDERSEN. It is committed? 

Mr. ANprREws. Yes. 

For instance, the Department of Agriculture might send five 
technicians out to Jordan. They pay their salaries and all their 
expenses out there. They bill us for it. 

Mr. ANDERSEN. Does the same answer apply to the $36,000 for 
program direction? 

Mr. Anprews. That is payment due for transportation of family 
effects and things of that sort. 
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(NDERSEN. Certainly the program direction would be under 
your immediate direction, would it not, Mr. Andrews? 

Mr. Anprews. Quite honestly, that is a matter of bookkeeping, 
how they make us put the records up. A man might be a technician 
but he might be in a program-direction position. That comes under 
us, but he might easily be a technician sent out there by the Depart- 
ment of Agriculture. 

Mr. ANDERSEN. What about this item “Training awards, $161 ,000’’? 

Mr. Anprews. There again the awards on training are usually a 
vear behind. In other words, there is a year lag in all training. We 
put that down in the book because the training involves something 
over a period of a whole year, and when a person comes to this coun- 
try it is important the time that he comes. We cannot take a man 
who is studying perhaps citrus marketing and bring him over here 
when the citrus is just growing. This training contract is almost 
standard procedure. They are actually a year behind. 

















LEBANON 










Mr. ANDERSEN. We will now take up Lebanon. 


We will insert the information on Lebanon in the record at this 
point. 
(The information referred to is as follows:) 


COUNTRY: 





LEBANON 





Program agreement ! signed June 26, 1952 





{In thousands of dollars] 










Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 








United States program costs (obligations 


ins 








or local costs 47 915 
r supplies and equipment 













Total 3, 39 725 2, 852 
Estimated Lebanese contribution (2) 21,190 900 
Number of United States technicians ‘ 51 60 70 


Numbe 


r of training awards 








1 For Natural Resources Development, Agriculture, Education, Industry, Tourism, Communications, 
and Social Service 

lhe fiscal year 1952 program agreement concerned activities for both fiscal year 1952 and fiscal year 
1953. Lebanon’s contribution for both years is estimated at $1,190,000 








Principal activity fields 


{In thousands of dollars] 






Fiscal year Fiscal year 
1953 | 1954 













Agriculture and natural resources 473 | 1, 164 
General projects otue 41 790 
Education ‘ _— 56 236 
Health and sanitation 120 360 


All other 


Total 






Obligations 






Subobligations : 1 1, 098 | 2 4, 034 
Expenditures , 1 531 3 2,950 
Unexpended balance June 30, 1953 . 3, 341 21,494 





1 Cumulative as of June 30, 1952 
3 Cumulative as of June 30, 1953. 


297 


TYPICAL ACTIVITY 


Lebanon, Litani River survey, $456,000 for fiscal year 1954 


The Litani is Lebanon’s main river and is considered to be the country’s main 
natural resource. The first official technical cooperation request from the Gov- 
ernment of Lebanon was for a complete survey of the hydroelectric power and 
irrigation potential of the Litani. 

Progress to date-—Eight engineers from the Bureau of Reclamation made a 
reconnaissance survey in the spring of 1951, which bore out the feasibility of an 
overall development plan. The next step, now under way, is a detailed survey of 
the whole Litani Basin core drilling, geological explorations, hydrology studies, 
land classification studies. This phase of the survey is being carried out by a 
team of 20 Bureau of Reclamation engineers, and their report is due in September, 
1958. Overall financing is contemplated to be undertaken by the World Bank or 
some other international or private bank. The Lebanese know that point 4 will 
not finance the construction. The cost to the United States at present is the cost 
of technicians plus a small amount for special equipment needed for this type of 
survey. Lebanese counterparts are being trained alongside United States engi- 
neers. 

Breakdown of unexpended balance 
1. Technicians - - ; : - a 126 
Program direction_-. . : é . 5 27 
Contracts (Kasmie project) - etna 192 
4. Training awards_- ; a 106 
5. Supplies and equipment __-_- , aed ; 743 
Agriculture, forestry, fisheries_ : 2 200 
Health and sanitation — __ bs : 3168 
Education___.- ‘ ae ; ; 4 70 
Natural resources oii - wie ears 5 157 
Industry and trade_ ‘cee nos : 6 43 
Public welfare training- : on 59 
Communications_- -- -- Z ‘ : : 46 


ra 


2 
2 
>. 


PG =. = 9 o_o Le ce rae Pecks eee a i> 1, 494 


1 Bids on construction have just been negotiated for Kasmie irrigation and area improvement amount 
of $400,000 

3 Fertilizers, insecticides, motor vehicles, feeds, fodder. 

§ Laboratory equipment, pharmaceutical supplies, construction laboratory, etc. 

4 Books, office furniture. 

§ Equipment for development water resources and rural improvement. 

* Books, pamphlets, office furniture, etc. 


Analysis of estimated commodity requirements by country and activity fiscal year 
1954 program 


[Thousands of dollars] 
100 AGRICULTURE, FORESTRY, AND FISHERIES 


230-235 Fertilizers. .....___- = 

380 Industrial chemicals, other than alcohol 

740 Construction, mining, and conveying equipment 

770 Agricultural equipment, excluding tractors___ 

780 Industrial machinery, n. e. c_- 

820 Motor vehicles, engines, and parts 

830-832 Tractors__-- ; - matt scare Bea ne 
880 Scientific and professional instruments, apparatus, and supplies 
210 Lives ock____- 

120 Seeds and seedlings 

620 Petroluem and products 

236 Insecticides and fungicides__-_-__-_- 

060 Oil cake meal and other feeds 

570 Lumber ae ae 

640 Nonmetallic minerals and products 

020 Coarse grains- ---. 

899 Miscellaneous project items__-_------- 

890 Technical services of all types 


ht 


or 
NO & 


b 


~ 


bo wre dO 
1 


OOo = 


RS on cm 
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Analysis of estimated commodity requirements by country and activity, fiscal year 


680 
720 
740 
770 
820 
880 
236 
370 


1954 program—Continued 
[Thousands of dollars} 
200 HEALTH AND SANITATION 


Iron and steel manufactures, including handtools 

Generators and motors 

Construction, mining, and conv "ey ing equipment-__. 

Industrial machine > A Sy ees 

Motor vehicles, engines, and parts- 

Scientific and professional instruments, apparatus, and supplies--_- - 
Petroleum and products ; 
Pharmaceuticals, drugs, and Se ee fee eg To eet 
Nonmetallic minerals and products 

Pulp, paper, and paper products__........_...------- 
Miscellaneous project items 


nKoOoowonononuce 


Ns cman oe 


300 EDUCATION 

Iron and steel manufactures, including handtools__........------- 
Industrial machinery, n. e. ¢ 

Other educational supplies 

Miscellaneous project items_ 


Total 


1] 


N | DOAN 
lolaocon 


400 NATURAL RESOURCES 
Industrial chemicals, other than alcohol - - _- 
Iron and steel manufacturers, including handtools- - -- 
Industrial machinery, n. e. c_-- aie aa 
Motor vehicles, engine s, and parts_ 
Nonmetallic minerals and projects_ - 
Pulp, paper, and paper products__-- 
Miscellaneous project items__ 


| omePOtr- 


Total _ - 


500 INDUSTRY AND TRADE 
Industrial chemicals, other than alcohol 

Iron and steel manufactures, including handtools _ - 
Electrical apparatus aaa it RR Solace eens 
Industrial machinery, n. e. c 

Scientific and professional instrume nts, apparatus, and s 
Other educational supplies 

Miscellaneous project items 


Total 


700 PUBLIC ADMINISTRATION 


Scientific and professional instruments, apparatus, and supplies - - - - 
Pulp, paper and paper products - -----.- 


Total 


800 GENERAL PROJECTS 


Iron and steel manufactures, including handtools-_ 

Electrical apparatus - - - - - ‘ ‘ 
Construction, mining, and convey ing equipment-_- wei 
Agricultural equipment, exc luding tractors 

Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies _ - 
Insecticides and fungicides__- —— 

Pharmaceutical, drugs, and vaccines_ - 


, 


oO 
nooo 


Coy 


ao 


Total _- 


Grand total__.- 
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Mr. ANDREWS. $2,852,000 is the request for 1954. 

Mr. ANDERSEN. That shows a remarkable increase. You are 
asking $2,127,000 additional. 

Mr. Fryer. $725,000 of this reflects funds that were available 
from ’53. 

Mr. ANDERSEN. The transfer that was previously mentioned? 

Mr. Fryer. Yes; literally that is to get the agricultural program 
underway. 

Mr. ANDERSEN. If the transfer was made and a reduction wa; made 
immediately, how can you attach much importance to this original 
allotment or appropriation? 

Mi. Anprews. You see, the overall agreement had been made, 
and the broad outlines of a general program had been agreed upon, 
but Lebanon had not put ap any money. We were doing all the 
work, and putting up the money. 

Mr. ANDERSEN. Is that not a good indication that Lebanon is not 
much interested in this particular work? 

Mr. ANprRews. Yes, and we—— 

Mr. ANDERSEN. You are not trying to push them into it, are you, 
Mr. Andrews? 

Mr. AnprEws. No. We simply said to Lebanon, unless you show 
some more interest in this program, we are going to move our people 
to a different place, take them out by January 15. And in between 
that time and this, quote a remarkable thing occurred. A lot of peo- 
ple came in, and they had a meeting in their parliament and they pro- 
vided their fair share of money for the development of this program. 

Mr. Fryer. I think it is interesting to note that the people of 
Lebanon came in very large numbers to Beirut, insisting upon a 
point 4 program and upon the negotiation of a cooperative program. 

The fact that although we asked for and had an actual appropria- 
tion of money in 1953 of $3,397,000 and spent only $725,000 in 1953, 
reflects the fact that in 1953 we did not obligate those funds that were 
made available to us because of the long delay on the part of the Leban- 
onese, on the part of the Government to go ahead—until it was cleat 
to them that there was an undercurrent of demand on the part of 
the people, below the level of the top governmental officials, for a 
point 4 program. 

Mr. AnppersEN. That undercurrent was not started by your 
technicians, was it? 

Mr. Fryer. No, sir; it was not. 

Mr. ANDERSEN. They did not suggest any such steps? 

Mr. Fryer. No, sir. 

Mr. Fenton. With reference to the Lebanon proposition, health 
and sanitation, iron and steel manufactures, generators, and motors, 
mining, and conveying equipment; industrial machinery, motor 
vehicles, engines, and parts 

Mr. ANpreEws. Those are overall general classifications which the 
General Services in this country uses to classify most everything. 
They break these down into a bookkeeping arrangement, and we must 
use these categories, even though—you have got to find a category 
that is close to it. 

For instance, suppose you had a dental drill, that might even go 
under motors, so that the dental drill, from a pure bookkeeping stand 
point, would be placed under that category. It is a bookkeeping 
mechanism that is keyed to certain places in the bookkeeping system 
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Mr. Fryer. May I say, Dr. Fenton, that most of this is simply for 
village sanitary water supply. 
Mr. Fenton. I had supposed it was. 


GENERAL PROJECTS 


Mr. ANperRsSEN. Mr. Andrews, what about the general projects 
under Lebanon, I notice you have the Litani River project for which 
you have $790,000 allocated. What is the balance of $334,000 for 
under the head of ‘General projects’’? 

Mr. ANprews. We will be glad to give you the figures on that. 

Mr. Fryer. That actually represents village improvement, mostly 
in three different areas. The villages cooperate with each other to 
work up an organization for intervillage cooperation for general pro- 
grams of health, education, and agriculture. 

Mr. ANDERSEN. How many special villages are you operating in? 

Mr. Fryer. At the present time we are just drilling wells. There 
are several other aspects to the program, but we are now just drilling 
wells to serve some five villages. 

Mr. ANnpERSEN. Is this a part of your experimental work? 

Mr. Fryer. Of demonstration work. 

Mr. ANDERSEN. Yes. How many different villages are you oper- 
ating in with this $300,000? 

Mr. Fryer. I will have to get that material for you. 

Mr. ANDERSEN. You can supply it for the record at this point. 

(The information requested follows:) 

The program is being undertaken, for demonstration purposes, in three different 
areas in Lebanon. It is estimated that 21 villages, in all, will benefit from this 
program, 

Mr. ANDERSEN. Do you hope to go into the entire area eventually 
on such an improvement program? 

Mr. Anprews. No. We just hope to give them enough help so 
they can take over. We cannot put in such a program over the whole 
country. We are helping them on these programs, so they can-help 
themselves. 

Mr. ANDERSEN. You are taking certain places and using them for 
demonstration purposes. Is that the idea? 

Mr. ANDREws. Yes. 

Mr. Fryer. We are showing, for instance, what might be done in 
agriculture. 

(Off the record discussion. ) 


LIBERIA 


Mr. ANDERSEN. Liberia is the next country. Will you place a short 
discussion on that in the record? 
(The statement on Liberia follows: ) 





r 
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Country: LIBERIA 










General agreement signed, Dec, 22, 1950 





[In thousands of dollars] 






1953 1954 





Principal activity fields 






{In thousands of dollars 


















Fiscal year Fiscal year 
1953 1954 








neral projects 
‘ducation 













As of June As ( 
0, 1952 0, 1953 


cumulative (cumulative 





























Obligations 1, O84 9 784 
Subobligations 1, O84 2, 784 
952 a 684 








TYPICAL ACTIVITY 











Agriculture extension, $229,000 for fiscal year 1954 
This project involves: (1) operation of five nurseries and seed and planting stoc} 
distributing centers; (2) demonstration of improved farm practices as well as 
model farm and nursery units; (3) research in soils, animal husbandry, plant 
disease and insect control, food crops, tree crops, forage and fiber crops. 
Progress to date.—(1) five nurseries established; (2) farm demonstration held; 
(3) hundreds of villages serviced by extension work; (4) assistance in establishing 







large foreign concessions in cacao, bananas, coffee; (5) life histories of economic 
insects determined; (6) control begun on vegetable and citrus insects and animal 





parasites. 

Two practical results: (1) introduction of cacao and Nigerian oil palm Two 
British colonies in Africa, the Gold Coast and Nigeria are today the major sources 
of the world’s supply of cacao and palm oil. The program has successfully intro- 
duced both plants into Liberia where the acreage available suitable for these 
crops, is estimated to be as extensive as in the British colonies. Seedlings are 
being distributed through five extension and experimental centers. Production of 
cacao is expected to go from present 1,500 tons to 15,000 tons in 10 years Pro- 
duction of palm kernels is expected to go from present 25,000 tons to over 100,000 
tons in 10 years. Farmers have already recorded production of $200 per acre from 
oil palm and $400 per acre from cacao 

One of the principal threats to the valuable forests in Liberia is the practice of 
burn clearing for rice. This laborious system requires the felling and burning of 
large forest trees to produce one rice crop. A TCA rice expert from Louisiana 
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introduced swamp rice culture to increase this food production and permit an 
orderly management of the forest lands. Within a few months hundreds of acres 
of rice were planted in 25 swamps to demonstrate the practicability of swamp rice 
cultivation. Sixteen clans and four chiefdoms are now cooperating with this project 
to increase the rice supply in a country heretofore accustomed to a “hungry 
season.” 

Breakdown of unexpended balances 


{In thousands of dollars] 


1. Technicians - --_- * a ge aided eee $378 
2. Program direction 7 re 3 : : I its pin Bone 28 
3. Owed to joint fund (aerial survey contract almost completed)_......._  (') 
4. Contracts (school furniture)_________- tatlatie Gatien SSS Oe 6 
5. Training S : . : Se 10 
6. Supplies and equipment ; : ‘ ; : mata sched 262 
Agriculture __- ee ae : Oe ee ee 34 
Health and sanitation ?_- . , : 119 
Education_- . : z = 64 
Large number of miscellaneous small items AS 45 
C0 eee OTe le ce a, 1 684 


Reply to TOTEC 31 indicates unexpended balance $842, a difference of $158 from the Washington esti 
mate. This difference is explained chiefly by the fact that $90 is still owed on the aerial survey contract and 
we had estimated completion of the project prior to July 1. The remainder is in supplies and equipment 
where the reply to TOTEC 31 indicates $330. 

2 Principally equipment for medical and dental laboratory. 


Analysis of estimated commodity requirements, by country and activity, fiscal year 
1953 program 
[Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


770 Agricultural equipment, excluding tractors_...-....-------------- 10. 0 
858 Vessels and marine equipment___- i ook. 
880 Scientific and professional instrume nts, apparatus, and supplies Porat 22. 5 

Or tbs- aed ne ides bade ee Eee 43. 0 


200 HEALTH AND SANITATION 





236. Insecticides. and fungicides............................... 5 es 2s ee 
370 Pharmaceuticals, drugs, and vaccines_-..--_----- beh aiscauon, 
570 Lumber and sawmill products_.- Eases are ee 
740 Construction, mining, and conveying equipme PR icc eeediaced . 9. 9 
858 Vessels and marine equipment_ Bais bern ts Sb eld et eid aes aed 12. 7 
880 Scientific and professional instrume nts, apparatus, and supplies Jick) (OS 
890 Other educational supplies poten wet jiwaaswes 26. 2 
940 Transportation____- ig tak Spee etens aoe ait . ‘ 2.3 
Soy Anetares. 2... SS me aan ae 4 d : 6. 0 
820 Motor vehicles, engines, and parts_____....-_--- Je Ee 5. 0 

pn Hane a eee PESOS. SS A Sd. LE 160. 0 

300 EDUCATION 

890 Other educational supplies-_------- sete dg. heat ‘ ee 

ROR: Stee inwsiwdtae dae scl ad Seene othe Lene e weulde bes 82. 0 

600 TRANSPORTATION AND COMMUNICATIONS 

680 Iron and steel manufactures, including handtools_ - , : 1.3 
710 Generators and motors TS a Pee l.o 
720 Electrical apparatus. --—----..--- ali sabaialads tiled Uo Se cia “i 4.4 
750 Machine tools ree mars aac ae 
820 Motor vehicles, engines, and parts 4.4 
880 Scientific and professional instruments, apparatus, and supplies- sn re 
890 Other educational supplies a Soa ns silat tail mT 


i kk a sheet tc 35. 0 
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Analysis of estimated commodity requirements, by country and activity, fiscal 
year 1953 program—Continued 


[Thousands of dollars] 
700 PUBLIC ADMINISTRATION 


880 Scientific and professional instruments, apparatus and supplies 


Analysis of estimated commodity requirements, by country and activity, fiscal year 
1954 program 


{Thousands of dollars] 
200 HEALTH AND SANITATION 


Motor vehicles, engines and parts 

Scientific and professional instruments, apparatus, ‘and supplies 
Petroleum and products--- a : ne 
Insecticides and fungicides 

Pharmaceuticals, drugs and vaccines 

Educational supplies - - - --- 


Total_ 


300 EDUCATION 


Educational supplies 
Total 


400 NATURAL RESOURCES 


380 Industrial chemicals, other than alcohol 
680 Iron and steel manufactures, including handtools 
880 Scientific and professional instruments, apparatus, ‘and supplies 
890 Books_-_-- ee ; sisal 
Total 

600 TRANSPORTATION AND COMMUNICATIONS 


Iron and steel manufactures, including handtools - - 
Generators and motors 

Electrical apparatus 

Machine tools_ 

Motor vehicles, engines and parts ‘ 
Scientific and professional instruments, apparatus and supplies 
Petroleum and products- 


Total 


700 PUBLIC ADMINISTRATION 


820 Motor vehicles, engines, and parts 7, 

880 Scientific and professional instruments, appar: atus, and supplies 

620 Petroleum and products_- es ; : 
Tei. <a. sek 


Grand total_____- 





Mr. Anprews. Again there is $1,283,000 for fiscal year 1954; the 
number of technicians proposed, 81; number of training awards, this 
year, 5, and proposed for 1954, 6. There we can use agricultural 
extension work, in one of the more important parts of the agricultural 
program. 

Mr. ANDERSEN. Will you break down the $407,000 figure on page 
1 under ‘All other’’? 

Mr. ANpDReEws. Yes. 

Mr. ANDERSEN. That is a considerable segment of the total amount. 
Just what are the main items in the $407,000? 

Mr. ANprREews. Communication, $239,000. 

Public administration, $142,000. 

Domestic program, $26,000. 

That last means the cost in the United States of training. We 
have grouped 3 or 4 items together. There are 9 or 10 that are shown 
in a great deal of detail, broken down more completely, and are avail- 
able for the members of the committee. 

Mr. Anpersen. In this case the transportation item far exceeds 
the item for education, as it is listed here. 

Mr. Anprews. That is right. You have selected the larger one, 
and I have picked out agriculture and health, and they are grouped 
here. 

Mr. AnprErRSEN. I notice, Mr. Andrews, you have gone into pretty 
thorough detail on the agricultural extension work. 

Mr. Anprews. Yes. We are using typical examples of projects. 
In this particular case transportation involves some work, assistance 
ona port development. There is considerable interest in public works, 
calling for the assistance of technicians for supervising activities, 
with Export-Import Bank funds. 

Mr. AnpErRSEN. I notice you have such items as general projects, 
and I notice you accentuate the assistance here in Liberia. 

Mr. Anprews. The Liberian program of course is a great deal 
bigger. Again, it has $1,284,000, with technicians to be employed in 
1954 of 81. 

LIBYA 


Mr. ANnperRSEN. Next is Libya. We will insert your prepared 
Statement. 
(The matter referred to follows:) 


Country: LIBya 
General agreement signed Jan. 21, 1952 
[In thousands of dollars] 
Actual, Estimated, Proposed, 


fiscal year fiscal year fiscal year 
1952 1953 1954 
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Principal activity fields 


j 


h and sanitation 


other 


Total 


Obligations 
Subobli 

Expenditures 

Unexpended balance, June < 


TYPICAL ACTIVITY 


General education, $462,000 for fiscal year 1954 


Purpose (1) Establish technical training, vocational and teacher-training 
schools; (2) furnish technical advice and assistance to the Federal and provincial 
governments in vocational, elementary, and secondary education, as well as in 
school administration; (3) provide technical guidance and supervision to a handi- 
craft school. 

Progress to date Libya is predominantly agricultural, with little prospect 
of industrial development. The vocational agricultural school at Sidi Mesri 
outside of Tripoli City which opened in November 1952, is the first vocational 
agricultural school in the country. Students at this school were selected from 
each of the 16 districts in the province by competitive examinations conducted 
under supervision of committees of leading citizens which encourages maximum 
participation of local groups in the work of the school. 

The center is supervised by a TCA specialist in vocational agriculture, and 4 
Middle Eastern assistants. The first class of 32 students selected from the rural 
areas of the country is being expanded to 60 students in the second year. When 
the first class graduates, they will be assigned to work directly with United 
States agricultural officers to train them to take on extension offices being es- 
tablished throughout Libya. It is also hoped that these graduates can be used 
to establish vocational agricultural departments in the rural school system 
This will make possible the mass education of both the youth and adult farmers 
of Libya in improved methods of agriculture 

In addition, this program has (1) established 2 teachers’ colleges (1 for women 
and 1 for men) at Benghazi; (2) established a vocational school at I] Awelia 
3) established a technical training center at Benghazi 1) approximately 40 
I-nglish-speaking Arab teachers are functioning in schools under the supervision 

American school directors; (5) scientific laboratory equipment and librari 
have been provided for 19 schools; (6) 4 English-Arabic speaking librarians and 
2 library trucks have been furnished 


Breakdown of unexpended balance 


[In thousands of d 
c. Te chnicians 
2. Owed to joint-fund (LATAS 
3. Supplies and equipment 


Total 
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Analysis of estimated commodity requirements by country and activity, fiscal year 
1953 program 


(Thousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


Seeds, other than oil seeds 

Nitrogenous fertilizers 

Agricultural pesticides 

Medicinal and pharmaceutical pre paration 

Miscellaneous iron and steel manufactures 

Electrical apparatus Z 
Construction, mining, and conveying equipment 
Machine tools bi 
Agricultural equipment excluding tractors 

Industrial machinery, not elsewhere classified 

Motor vehicles, engines, and parts : ; 
Scientific and professional instruments, apparatus, and supplies 


Transportation =e te 
Total 


200 HEALTH AND SANITATION 


Agricultural pesticides 

Medicinal and pharmaceutical pre parations 

Motor vehicles, engines, and parts 

Scientific and professional instruments, apparatus, and supplies 


Total 
300 EDUCATION 


Scientific and professional instruments, apparatus, and supplies 
Miscellaneous commodities for educational and scientific use 


Total _ - 
400 NATURAL RESOURCES 
Crude oil and petroleum products 
Miscellaneous iron and steel manufactures : 
Construction, mining, and conveying equipment_- 


Motor vehicles, engines, and parts 
Scientific and professional instruments, apparatus, and supplies 


Total 


Grand total 
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inalysis of estimated commodity requirements by country and activity, fiscal year 
1954 program 


(Thousands of dollars} 


10 AGRICULTURE, FORESTRY, AND FISHERIES 
230 = =Fertilizers_ _ - — bea 
380 Industrial chemicals, other than alcohol _ - 
680 Iron and steel manufactures, including handtools 
740 Construction, mining, and conveying equipment _.- 
770 Agricultural equipment, excluding tractors 
820 Motor vehicles, engines, and parts 
210 Livestock ___-- 
120 Seeds and seedlings 
236 Insecticides and fungicides 
370 Pharmaceuticals, drugs, and vaccines 
890 Educational supplies- 


2S, 


rN 


tek fet et beet BD GD = BND 
9 


SPR 


Total _ - 


200 HEALTH AND SANITATION 


Motor vehicles, engines, and parts 
Rubber and products 

Insecticides and fungicides [ ; 
Pharmaceutical, drugs, and vaccines, and medical equipment__--- 
Paper and paper products 


Total_ 


300 EDUCATION 
Fertilizers 4 . Tie Ae 
Iron and steel manufactures, including handtools- 
Agricultural equipment, excluding tractors 
Motor vehicles, engines, and motors 
Livestock 
Seeds and seedlings 
Petroleum and products 
Insecticides and fungicides 
Educational supplies 


Total 
400 NATURAL RESOURCES 
Iron and steel manufactures, including handtools 
Construction, mining, and conveying equipment 
Motor vehicles, engines, and parts 
Office supplies and equipment 


Total 


Grand total 








Mr. ANpERSEN. What about the increase of $376,000 above last 
year for Libya? 

Mr. Anprews. Above last year? 

Mr. ANDERSEN. Yes. 

Mr. Anprews. Libya, as you know, is one of the newest sovereign 
nations to come into existence. They are trying to develop various 
services, trying to develop their various functions of government. 
For a long while they were under Italian rule and then following World 
War II taken over by the British. The Italian administrators, as 
well as most of the British administrators, have withdrawn from the 
country and now the country is struggling along trying to build a 
government of itsown. We have been giving them help to train their 
young people in the way of agricultural extension, training in govern- 
ment, training of people with new functions to carry on government, 
as well as industrial training, to enable them to look after some of their 
major industries. 

Mr. ANDERSEN. I am intrigued to hear that you are enlarging on 
your educational program. ‘That would seem to indicate a project 
that will carry beyond 1954. 

Mr. ANprews. Well, I will say this, that I think we cannot go far 
in Libya unless we can provide some education. 

Mr. ANpERSEN. You think that is very important? 

Mr. Anprews. Absolutely. 

Mr. Fryer. Most of this service is provided by the Palestinian 
refugees, or other people imported from countries in the Near East. 

Mr. ANDERSEN. What is the population? 

Mr. Fryer. 1,124,000. 

(Off the record discussion.) 


SAUDI ARABIA 


Mr. ANDERSEN. We will take up next Saudi Arabia. We will 
insert the summary statement in the record. 
(The statement follows:) 


Country: Saupt ARABIA 
General agreement signed Jan. 17, 1951 


[In thousands of dollars] 


Actual, Estimated, Proposed, 
fiscal year fiscal year | fiscal year 
1952 1953 1954 
United States program costs (obligations 
For technicians 62 312 593 
For trainees 13 60 | 142 
For local costs 2 906 | 7 
For supplies and equipment : 94 392 | 
Total 171 | 1, 670 742 
Estimated Saudi Arabian contribution 416 1, 750 2, 000 
Number of United States technicians. - 15 31 31 


Number of training awards 18 33 
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Prine pal activil 


In thousands 


stl 
iture 


pended balance June 30, 19. 
Typical activity: Public Finance, $82,000 for fiscal year 1954. 


PURPOSE 


(a) To provide advice to the Saudi Arabian Government in (1) finance; (2) 
stabilization of currency; (3) establishment of a national bank of issue; (4) super- 
vision of minting and issuance of new currency; (5) establishment of a central 
customs administration; (6) operation of new tariff law with new rates; (7 
introduction of budget and accounting system. 

(b) To train Saudi Arabian personnel in the operation of the new fiscal system. 
In 1951 at the request of the Saudi Arabian Government, a financial specialist was 
sent. After exhaustive study, he recommended the establishment of a Monetary 
Agency to give the Government the benefit of modern methods of handling revenue 
and expenditures. This was done by King Ibn Saud on April 20, 1952. The 
principle functions of this agency will be to strengthen the currency of Saudi 
Arabia and to establish and fix its value in relation to foreign currency and to aid 
the Minister of Finance in centralizing the receipts and expenditures of the 
Government in accordance with the items of the authorized budget and in con- 
trolling payments so that all branches of the Government will abide by the budget. 
This system is now the basis for the financial operations of the Saudi Arabian 
Government. 

Progress to date: (1) establishment of an accounting system for revenues and 
disbursement; (2) increased stability of the currency; (3) study of customs admin- 
istration completed and recommendations made for improvement; (4) elimination 
of payment of duty by promisory notes; (5) use of actual exchange rates in 
valuation of imports; (6) recognition of legitimate trade discounts in valuation; 
(7) commitment of Government to budget all revenues and available funds; (8) 
endorsement of “anti-deflationary measures” by high officials. 


Breakdown of unexpended balance 


[In thousands of dollars] 
Technicians 
Program direction 
Contracts: 
\erial survey 
Railroad survey 
Local contracts 


Training awards awed 
Supplies and equipment, including contribution owed to Joint 
Fund: 
Quarantine station : j 3 dads ; 50 
Rural community development- -- : . 2413 
Agriculture _-_-- -- laa 32 
- 2 495 


311, 120 
! Both surveys completed but only small fraction billed so far 
The Asir Rural Community Development project is financed on basis Joint Fund Agreements signed 
Jate fiscal year 1953. Program only recently initiated and expenditures not yet due 
Reply to TOTEC 31 indicates 1,151 unexpended June 30, 1953 Difference in supplies and equipment 
Rural Community Development 
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Analysis of estimated commodity requirements by country and activity, fiscal year 1953 
program 


(Thousands of dollars] 


100 AGRICULTURE, FORESTRY AND FISHERIES 


Seeds, other than oil seeds 

Miscellaneous iron and steel manufactures 

Agricultural equipment excluding tractors dh 
Scientific and professional instruments, apparatus and supplies : 


Total 
200 HEALTH AND SANITATION 


Medicinal and pharmaceutical preparations ; 
Scientific and professional instruments, apparatus and supplies - 


Total 
300 EDUCATION 


Miscellaneous iron and steel manufactures 
Machine tools 


Total _. .-- 


400 NATURAL RESOURCES 


Miscellaneous iron and steel manufactures 
Scientific and professional instruments, sppeeel us and supplies 
Technical services of all types 


Total 
600 TRANSPORTATION AND COMMUNICATIONS 
Scientific and professional instruments, apparatus and supplies - 
Total 
700 PUBLIC ADMINISTRATION 


Scientific and professional instruments, apparatus and supplies 
Miscellaneous commodities for educational and scientific use 


Total 
800 GENERAL PROJECTS 


Seeds, other than oil seeds on 
Miscellaneous inedible animals and animal and vegetable products 
Agricultural pesticides 

dicinal and pharmaceutical preparations 
Miscellaneous iron and steel manufactures 
Construction, mining and conveying equipment 
Motor vehicles, engines and parts 
Tractors, track laying type under 50 H. P ‘ 
Scientific and professional instruments, apparatus and sup plies 
Miscellaneous commodities for educational and scientific use 


Total 


Grand total 
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Mr. Anprews. I am going to ask Mr. Fryer to discuss that. I 
have been in most of the other countries, and can talk first hand 
about them. 

Mr. ANDERSEN. You have a considerable unexpended balance 
there? 

Mr. ANpREws. Yes. 

Mr. ANDERSEN. You might give us just a brief explanation of that. 


UNEXPENDED BALANCE 


Mr. ANpREews. Why the unexpended balance for Saudi-Arabia? 

Mr. ANDERSEN. Yes. It is a considerable sum compared with the 
request for 1954. 

Mr. Fryer. Eighty-six thousand dollars of that is represented by 
funds to be reimbursed to the participating technical agencies for 
providing technical assistance personnel; $27,000 in another case is 
for payment of shipment of household goods, not actually paid, but 
which will require payment, that is an obligation for payment; 
$460,000 item is for an aerial survey. This is a survey made in con- 
nection with mapping of a projected new railroad, and for mineral 
mapping and other similar purposes. 

The railroad survey is under a contract for $285,000— 

Mr. Pancoasr. Both are actually canalinel: the surveys were 
completed and not billed yet. The fact that there is an unexpended 
balance does not mean the money has not been obligated, in the sense 
that it has not been used. The bills just have not come in as yet. 

Mr. Fryrr. Then there is $50,000 for a quarantine program in 
connection with a delousing and disinfection program. Then there is 
$500,000 for the Azir village development program along the border 
between Saudia-Arabia and Yemen. 

Mr. AnpERSEN. This is also a demonstration program? 

Mr. Frymr. Yes, sir. 

Mr. ANDERSEN. To get others to do the work in their local 
communities. 

Mr. Fryer. Yes, sir. And in the local communities they are de- 
veloping programs, and we are helping them to establish simple 
school systems, training people in the villages to become teachers in 
the simple elements of education, health, and agriculture. 

Mr. AnpersEN. All you propose to do in Saudi Arabia is to carry 
on demonstration programs. 

Mr. Fryer. Yes, sir. 

Mr. ANpERSEN. Are our relationships with Saudi Arabia satis- 
factory? 

Mr. Garpiner. Our relationships with Saudi Arabia are excellent. 

(Off the record discussion.) 

SYRIA 


Mr. AnpERSEN. The next country is Syria. We will insert the 
summary statement at this point. 
(The summary is as follows:) 





CountTRY: SYRIA 


Vo gene ral agreement signed as yet 


In thousands of dollars] 


istimated, Proposed, 
fiscal year fiscal ‘year 
1953 1954 


Principal activity field 
I d 


Fiscal year Fiscal year 
1953 1954 


As of June 
30, 1953 
(cumulative 


As of June 
30, 1952 


rYPICAL ACTIVITY 


Agri ulture extension, &8 S35.000 for fiscal year 195 f, illustrative 


Development of an extension program in the nine districts of Syria, bringing im- 
proved farming practices to farmers. Establishment of vaccine and serum lab- 
oratory to assist in arresting livestock and poultry disease, importation of supe- 
rior breeding stock; and program of artificial insemination. Training in use and 
maintenance of farm machinery. Research would be conducted as needed in 
hoof and mouth disease and demonstrations held, showing improved methods 


of control and prevention of disease. 
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Analysis of estimated commodity requirements by country and activity, fiscal year 


1954 program 
(Thousands of dollars} 
100 AGRICULTURE, FORESTRY, AND FISHERIES 


060 Oileake and meal and other feeds and fodder 
120 Seeds and seedlings 

170 Cotton 

180 Wool 

210 Livestock 

235 ~=Fertilizers 

236 Insecticides and fungicides 

620 Petroleum and products 

660 Aluminum 

680 Iron and steel manufactures, including handtools 
710 Generators ana motors 

720 Electrical apparatus 

740 Construction, mining, and conveying equipment 
650 Machine tools 

770 ~=Agricultural equipment, excluding tractors 

780 Industrial machinery, not elsewhere classified 
820 Motor vehicles, engines, and parts 

832 Tractors 

880 Scientific and professional instruments, apparatus, and supplies 20 
890 Educational supplies 7 


Total 7 : 600 


200 HEALTH AND SANITATION 


Insecticides and fungicides 
Pharmaceuticals, drugs, and vaccines 
Scientific and professional instruments, apparatus, and supplies 


Educational supplies 
Total _ - 


300 EDUCATION 


Lumber and sawmill products 
Educational supplies 


Total 
400 NATURAL RESOURCES 


Iron and steel manufactures, including handtools 
Construction, mining, and conveying equipment 

Industrial machinery, not elsewhere classified 

Scientific and professional instruments, apparatus and supplies 


Total 


700 PUBLIC ADMINISTRATION 


Industrial machinery, not elsewhere classified 
Scientific and professional instruments, apparatus and supplies 
Educational supplies 


Total 


Grand total_ 
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Mr. Anprews. In the case of Syria TCA has no program at the 
present time. There have been many indications from some of the 
technical people in Syria indicating they would like to have a program. 
That has come to us through a variety of means. Mr. Dulles and 
Mr. Stassen were in Syria recently, and there has been—I am not too 
sure about this—but there has been some sort of an agreernent made 
with reference to the settlement of refugees. The indication is that 
they are going to ask us for technical assistance to help on planning 
and development of resettlement areas. There has been no contract 
signed; there has been no genuine negotiations. This is merely a 
projected program, so that if the Government does negotiate a con- 
tract with Syria, this indicates about the type of program that we 
think would be worthwhile to start on in this year; there may be 
considerable change of the character of the program, in the event a 
program gets under way this year. 

Mr. ANDERSEN. We have had quite a bit of discussion on Syria. 
If there are no questions, we will take up the next country. 

Mr. Anprews. That is right. 


REGIONAL PROJECTS 


Mr. ANDERSEN. There are some regional projects, which you might 
discuss, Mr. Andrews. First we will insert the regional summary 
statement. 

Regional projects 


{In thousands of dollars] 


Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 


For technicians 

For trainees 

For local costs 

For supplies and equipment 


United States program costs (obligations): | 
| 





| 

Total | 
Estimated contribution i bdiheeniicimbicdiaall 
Number of United States technicians-_....................-..] 
Number of training awards- : 





Principal activity fields 


[In thousands of dollars] 








| Fiscal year Fiscal year 
1953 1954 


Agriculture and natural resources hindi Galen 622 
General projects_ ea : She adi ‘ : 149 
Education Sdedecteneoes sotamide eae ienindl 60 
Health and sanitation -._...._- ed oan dordiid ate tabnidadie 601 5 
All other hit GOS ie cokes. eaten adhunicieiles 178 9x 


DD cinniddusinmmcbeai dais eins ebataa : : | 1, 610 1,014 


As of As of June 
June 30, 30, 1953 
1952 (cumulative 


Obligations ei es Sse iiicaliiiapat ica Kelsie alintibleniacet 2, 124 1 3, 704 
III ss cieck cents icducenceiocwninns pei eaanaaee bain idiceal 2, 124 3, 704 
Expenditures : iSepnasepcibainnbeigmeditidiamibat 1, 156 2, 671 
Unexpended balance, June 30, 1953... _- cae 968 11,033 











! Obligations to be decreased $23,000. 
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TYPICAL ACTIVITY 


Regional locust control, $303,000 for fiscal year 1954 

Purpose.—To provide the basis for a regional attack on a basic agricultural 
problem extending from the Sahara on the west to Pakistan on the east. 

Progress to date: Through a regional office located in Beirut, Lebanon, TCA 
provides assistance to five countries in locust control. This consists of aerial 
reconnassiance and spraying. Nine piper cub airplanes are in operation. It has 
mobilized effectively the resources of the countries themselves for a concerted 
effort which has transcended national boundaries. In Iran alone over 200,000 
acres of cropland were saved from devastation. This program has had an immedi- 
ate and powerful impact upon the rural people throughout the area. It has been 
so successful that the Russians have decided to copy it by also offering to provide 
similar aid (in the case of Iran). 


Breakdown of unexpended balance 


Unliquidated contract obligations .--. ! $1, 020, 000 
Unliquidated purchase authorization ‘ 13, 000 


Total 1, 033, 000 


"2 recently signed contracts with the American University at Beirut, Lebanon, for $437,000 and $583,000 
will be unliquidated at the end of the fiscal year. 


Analysis of estimated commodity requirements by country and activity, fiscal year 
1953 program 


[Thousands of dollars] 


100 AGRICULTURE, FORESTRY AND FISHERIES 


236 Insecticides and fungicides 

840 Aircraft. __- 

890 Educational supplies - -- Deakin wee 
tegional training program (AUB contract) - - - 


Total 


200 HEALTH AND SANITATION 


Contract (part of $436,920 contract with AUB, Beirut, Lebanon) 
Regional training program (AUB contract) 


Total 
300 EDUCATION 
Regional training program (AUB contract) 


400 NATURAL RESOURCES 


Iron and steel manufactures, including handtools 

Construction, mining, and conveying equipment 

Agricultural equipment, excluding tractors_...........----------- 
Industrial machinery, n. e. ¢ 

Scientific and professional instruments, apparatus and supplies -- - ~~ 


700 PUBLIC ADMINISTRATION 
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Analysis of estimated commodity requirements by country and activity, fiscal year 
1953 program Continued 


[Thousands of dollars] 


800 GENERAL PROJECTS 


570 Lumber and sawmill products 2 
710 Generators and motors 4 
720 Electrical apparatus 5 
780 Industrial machinery, n. e. c l 
880 Scientific and professional instruments, apparatus and supplies 10 
890 Educational supplies ; : 38 

Total a : 60 

Grand total Came 598 


Analysis of estimated commodity requirements, by country and activity, fiscal year 
1954 program 
r} 


lrhousands of dollars] 


100 AGRICULTURE, FORESTRY, AND FISHERIES 


236 Insecticides and fungicides 25 
840 Aircraft 19 
890 Other educational supplies 15 
370 Pharmaceuticals, drugs, and vaccines 10 
880 Scientific and professional instruments, apparatus and supplies 6 
New Mexico Technical Cooperation Institute (proposed contract) 10 

Total 115 


200 HEALTH AND SANITATION 
880 Scientific and professional instruments, apparatus and supplies_ -- ] 
300 EDUCATION 


Regional training facilities contract for university services and facilities 





such as St. Joseph University, ete 15 

Professional training courses (AUB): Proposed contract with American 
University for services, facilities and supplies 91 
Total 106 


800 GENERAL PROJECTS 


890 Educational supplies 4 27 
880 Scientific and professional instruments, apparatus and supplies I 
Total . - 28 
Grand total Fa aa 250 


Mr. Anprews. This is principally for locust control programs: 
which I am sure you have all heard about in the newspapers, where 
we have sent workers to these Middle East countries. —. 

Mr. ANprERsSEN. How many people do you have in these particular 
projects? 

Mr. AnprEews. In 1952 we had 5; 1953, 21, and for 1954 we are 
asking for 26. That is mostly for pilots to train the local pilots to 
handle these spraying planes which are utilized in attacking the 


locusts by the use of this new insecticide ‘Aldrin’, which attacks 


the locust spore before they are hatched out, and before they multiply; 
they are attacked at the place they breed, rather than waiting until 


they come out in groups 
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We have been very successful in this general locust program through- 
it the Middle East. It is one of the most popular and dramatic 
hings, and all of these countries are now equipping themselves with 
apes and with equipment, and the purpose of our people is to train 
em how to use the equipment and to train pilots to run the planes 
vith the insecticides. 

Mr. ANprerRsEN. The amount allocated for supplies and equipment 
1as gone down considerably. 

Mr. Anprews. Some of that is because of the planes we originally 
ought, and we are not buying any new planes—and also they are 
uying some of the poison themselves. 

Mr. ANDERSEN. What is the next, Mr. Andrews? 

Mr. Anprews. Asia and the Pacific. 


PALESTINE REFUGEE PROGRAM 


Mr. Taser. Before you proceed with the next item, I would like 
to ask, in connection with the Near East and Africa, for the carry- 
over of $44,063,250 of unobligated funds provided for the United 
States contribution to the United Nations agency, in connection with 
the Palestine refugees. 

Mr. ANDERSEN. Where does that appear? 

Mr. Ounry. The description of that is on page III-79. 

Mr. Taner. Is that Palestine? 

Mr. Oury. The refugees from Palestine, Mr. Taber. 

Mr. Taner. What are you going to do with the $44 million? 

Mr. Ourty. Mr. Gardiner, do you want to speak to that? 

Mr. Garpiner. I would be glad to, sir. The only hope to save 
these people from their very wretched present fate, in which we are 
vitally concerned, is to find new lands for them to live on. The 
position of the Agency is substantially as follows: They have signed 
agreements with Jordan, with Ezypt, and with Syria amounting 
altogether to $120 million, looking to work and resettlement projects. 
Those projects involve primarily getting water on arable land that 
is now desert land. 

In addition to that obligation, the relief bill to keep these 850,000 
people alive is approximately $25 million a year. So they go into the 
new year with commitments on the order of $144 million or $145 
million. Now, against that they have pledges of contributions which 
altogether have been received from no less than 47 countries. We 
have taken the lion’s share of the burden. Our contributions to date 
have amounted to 61 percent of the total program, but we have re- 
ceived support from others amounting to 39 percent of the total costs 
to date. Unless we have funds with which we can honor these obliga- 
tions we have no hope to solve this problem. 

Mr. Taber. Why do you need anything like that amount? You 
spent $16 million this year. Why do you need $44 million next year? 

Mr. Garpiner. The $16 million, sir, was our share of the relief bill 
for this year. What we hope to do is to get the relief problem solved 
through a works program which will find homes for these people. If 
we do not do that fairly soon our security interests are going to be 
vitally affected. 

We have $50,000 homeless, penniless peopl asa result of the forma- 
tion of the state of Israel. Our object is to put them to work and 
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enable them to make their own living. They are good people. The 
only way we can possibly do that is by spending capital funds. 

Mr. Forp. Has that been a static number over the years? 

Mr. Garpiner. That is not a static number. The most enter- 
prising element, the best educated element of the refugee population 
has settled themselves. 

Mr. Forp. Elsewhere? 

Mr. Garprner. In the general area. Some of them have gone 
abroad, but comparatively few. The population is not static, on the 
other hand, because the births do exceed the deaths. This has been 
very thoroughly gone into both by the House committee and by : 
special committee of the Senate. 

Mr. Taser. But you are asking for practically three times as much 
as you used this year. Why would you need any such amount? 

Mr. Garpiner. Because we hope we can make firm contracts for 
the construction of irrigation works on the Jordan River, which would 
enable us to settle 100,000 or 150,000 of these people. We cannot 
make those contracts unless we have the authority of the appropria- 
tions of the Congress of the United States to do our share of the work. 

Mr. ANDERSEN. It seems to me you justified funds for Jordan on 
the basis of doing something for these people. 

Mr. Garpiner. Sir, the irrigation of the Jordan Valley involves a 
program expenditure on the order of $75 million. We justified a share 
of that under our special economic aid to represent that element in the 
program which is necessary to justify this act to the citizens of Jordan, 
rather than the refugees. The Government of Jordan can hardly wel- 
come refugees while its own people go unserved. Therefore, we have 
suggested that the cost ought to be shared between a program directed 
at the citizens of Jordan and a program directed at the refugees. 

The situation is similar in Egypt and Syria. The Egyptian Govern- 
ment has signed an agreement and has publicized it, looking to the 
use of Nile water to irmgate the Sinai Desert; but we cannot encourage 
the United Nations to make those contracts—and they will not make 
them—unless they have funds in hand. It becomes a chicken and 
the egg problem. We must have the money before we can move ahead 
with commitments. 

Mr. Outy. I think it should go on the record that we received in our 
authorizing legislation authority for an additional $30 million appro- 
priation for this purpose. We are not requesting an appropriation to 
meet that authorization at this time, but we might come in—and I 
believe Secretary Dulles said this, and Mr. Byroade said this—some 
time next year for a supplemental appropriation in the amount of 
that $30 million if the projects go forward to the extent we hope they 
do. But we are not asking at this time for any more than the carry- 
over of funds made available in previous years, Mr. Chairman. 








CONTRIBUTIONS TO PALESTINE REFUGEE PROGRAM 





Mr. Taper. Where are they going to get this UNRWA contribu- 
tion? 

Mr. Garpiner. Well, sir, we are contributing to that agency. We 
have in the past contributed to that agency. 
Mr. Taser. How much? 
Mr. Garpiner. We have contributed all together, sir—— 
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Mr. Outy. Just a second, Mr. Gardiner. The UNRWA agency to 
which you refer there, Mr. Taber, is this Palestine refugee program 
to which Mr. Gardiner is speaking. 

Mr. Taser. You mean the $44 million item? 

Mr. Outy. That is right 

Mr. Garpiner. That is correct. To date, Mr. Taber, from 1948, 
$186 million has been contributed to that agency, of which the 
United States has paid in $109 million, or 61 percent. Substantially 
all of that money has gone for relief 

Now, our problem is to stop relief and get these people working 
again. It is a very difficult and serious problem. We cannot hope 
to do that, sir, unless we can find the finances to conduct public 
works. We are very hopeful about the prospects for the Jordan 
Valley irrigation. That is being carefully engineered, but that is 
going to be a very expensive proposition. 

In return, you get at least a slice of settlement of the Palestine 
question. 

With you permission, sir, I should like to file this for the record. 
We have generally done this in the past. It is a table showing the 
total contributions and pledges from all nations. 

Mr. Taser. I would like to see one of those if you have it. 

Mr. Garpiner. I have it right here, sir. 

(The information is as follows:) 


Contributions paid to the Palestine refugee program from inception in Dec. 1, 1948 
through Apr. 30, 1953 

Cash contributions : ; ; : : $158, 573, 556 

Contributions in kind- : 6, 838, 397 

Direct aid from local gove rnments and other contributors : 20, 704, 457 


Total - = 186, 116, 410 
United States contributions paid a2. ‘ = ; -1 $109, 450, 000 
United States percentage of paid contributions - --- : 61 


1 Includes $20 million contributed early in May 1953 by the United States, 


The United Kingdom percentage is 16 percent, exclusive of interest-free loans 
to Jordan. 
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Mr. ANDERSEN. We are the heaviest contributor toward this fund, 
are we not? 

Mr. Garpiner. That is correct, sir. 

Mr. Taper. It looks like Egypt has put in $7.9 million; is that 
right? 

Mr. Garpiner. That is correct, sir. 

Mr. Taser. H they are in a position to do that why would 
they need so much help from us? 

Mr. Garpiner. I would point out, sir, this is a record which goes 
back for 5 years. The presence of 200,000 refugees in Gaza represents 
a very heavy burden on Egypt. Perhaps if they had not had that 
burden their needs from other sources might be less. 

Mr. Taser. What is the Hashemite Kingdom of Jordan? 

Mr. Garpiner. That is the Kingdom of Jordan, which is also 
putting its funds into this program. 

Mr. Taper. Are there any other questions? 

Mr. Ounty. I would like at this time to note for the record that 
we are skipping one item, the dependent overseas territories, because 
I would like to have Dr. FitzGerald cover that when he comes back. 

Mr. Taper. All right. 


Asta AND Paciric CouNTRIES 


Mr. ANprRews. We are now ready, sir, so far as we are concerned, 
to proceed wito the Asia and Pacific countries, country by country. 

That starts on page I1 59. This general area of Asia and the Pacific 
is noted again on page I 39, and the line item for 1954 for the entire 
region is $72.1 million, of which we will address ourselves at this par- 


ticular time to a total of $49.1 million, because the $23 million involves 
Thailand and the Philippines. Mr. Sam Hayes is here from MSA. I 
suppose he will carry the load for that. 

The first part of this program encompasses the region of India, 
Indonesia, Pakistan, Afghanistan, and Nepal. Burma is also in this 
area, but as you know, we are withdrawing from Burma and we have 
no program projected for Burma in this presentation. 

Unless the Chairman wants us to go into an overall statement of 
the program for the whole area we can proceed by country. 

Mr. Taser. Which are the ones you are going to talk to us about? 

Mr. AnpreEws. Here they are. 

Mr. Taser. You may proceed with what you have for each one. 


AFGHANISTAN 


Mr. Anprews. All right. Afghanistan is the first countryjin this 
region. 

Mr. Taser. We will insert the summary statement. 

(The information is as follows:) 
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AFGHANISTAN 


General agreement signed June 16, 1951 


| Estimated -roposed 
Actual, fiscal aenairenea , + ee nas 
year 1962. | 18¢! ar iscal yea 


1953 1954 


ted States program costs (obligations) 
For technicians $104, 000 $321, 000 $663, 400 


For trainees 46, 300 110, 300 306, 000 
For local costs 


For supplies and equipment 103, 400 232. 000 430, 600 
Total 253, 700 663, 300 1, 400, 000 
Number of United States technicians ; 28 5 
Number of training awards 14 20 ) 
Estimated Afghanistan contribution 5 000 7 000 


Not available , 
Principal activity fields 


[In thousands of dollars] 


Fiscal year 
1953 


Agriculture, forestries, and fisheries .. 478. 0 
Health and sanitation 52.5 
Natural resources . RO. 5 
Other 43.0 


Total 663. 0 


Total cumulative utilization of TCA funds fiscal year 1952 and fiscal year 1553! 


As of June As of June 
52 30, 1953 


Authorizations. $257 $970, 700 
Obligations ss 970, 700 
Subobligations. -- - 57 852, 700 
Expenditures 38, $28, 400 


Unexpended balance. -- .- 9,3 642, 300 


1 Includes program direction costs now shown under the administrative budget. 
TYPICAL ACIIVITY 
Agricultural education, $290,000 for fiscal year 1954 
In fiscal year 1954 the program will continue support of vocational training in 
agriculture and assist in expanding present training facilities. Under a contract 
with the University of Wyoming, instituted in fiscal year 1953, the United States 
will continue to provide instructors, teaching and laboratory materials for a 
vocational agriculture school in Kabul and will establish subsidiary agricultural 


training centers in the Helmand and other areas. Training of Afghans at the 
University of Wyoming will be continued. 


Unliquidated obligations, June 30, 1953 


[In thousands of dollars] 


Fiscal year Fiscal year 
1952 1953 


A. Technicians. 

B. Training 

C, Program supplies 
D. Contracts 

E. Program direction 


Total 
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Breakdown of unliquidated obligations for program supplies 
[In thousands of dollars] 


Agriculture, forestries and fisheries (seeds, agriculture equipment, 
machine tools, lumber and sawmill products) 117.0 
Locust control (insecticides 15.0 

II. Health and sanitation (medicinal and pharmaceutical preparations, 
scientific and professional instruments) 25. 0 

III. Education training (miscellaneous equipment for education and scien- 
tific use) : 11.0 


IV. Natural resources (mining equipment 5S een O 
OCH. ea... ¥ 7 co BOO: 0 


Analysis of estimated commodity requirements, fiscal year 1954 program 
{Thousands of dollars] 


Agriculture, forestry and fisheries: 
Agriculture education 


120 Seeds other than oil seeds 

230-5 Fertilizers ; j 

770 =Agricultural equipment excluding tractors - 

890 Miscellaneous commodities for educational and scientific 
use (lab and classroom facilities) 


Land reclamation and agriculture extension 


120 Seeds other than oil seeds y ; 

210 Live animals ee 11.5 
230 =F ertilizers ee ana Sone 
660 Iron and steel materials Jee ti 45. 0 
770 =Agricultural equipment excluding tractors - _ _ _- 39. 6 
820 Motor vehicles, engines, and parts y Bae 12.5 
890 Miscellaneous commodities for educational and scientific 

use 


Locust control 
236 Agricultural pesticides 


Health and sanitation: 
Subprofessional health training i 
880 Scientific and professional instruments, apparatus, and sup- 
plies ; as ; . 60.0 
890 Miscellaneous commodities for educational and scientific 
use ce Pate er é 20. 0 


Education : '' 40 


880 Scientific and professional instruments, apparatus and supplies 16. 0 


Natural resources 


680 Miscellaneous iron and steel manufactures : 2 5. 0 
740 Construction, mining, and conveying equipment--- -_- a, 


Total__- ee . 430. 6 
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Analysis of estimated commodity requirements, fiscal year 1953 program 
[Thousands of dollars] 


7. 0 


Agriculture, forestry, and fisheries 


en 


0 
0 
0 
0 
0 
0 
0 


120 Seeds, other than oil seeds 

236 Agricultural pesticides 

570 Lumber and sawmill products and lumber manufacturers 

770 =Agricultural equipment, excluding tractors 

820 Motor vehicles, engines, and parts (jeeps) 

880 Scientific and professional instruments, apparatus and supplies 
890 Miscellaneous commodities for educational and scientific use 


t 


to ¢ 


pat beet ped beh RD tes 
oor 


_ 


Health and sanitation 5.0 


370 Medical and pharmaceutical preparations 0 
820 Motor vehicles, engines, and parts 2.0 
880 Scientific and professional instruments, apparatus, and sup- 

plies 2. 0 
890 Miscellaneous commodities for educational and scientific use 0 


Natural resources . 0 


740 Construction, mining, and conveying equipment 34. 0 
820 Motor vehicles, engines, and parts 3. 0 
880 Scientific and professional instruments, apparatus and supplies 3. 0 


Total ba - 2on0 


Mr. Anprews. This is on page I1-59. The program for Afghanis- 
tan for 1954 totals $1.4 million. It involves a project of 51 technicians. 
There are at the present time in Afghanistan 17 technicians. ‘There 
are three on their way out there. 

Mr. Taser. This is a doubling up of the contributions of last year? 


Mr. AnpreEws. Yes, sir. 

Mr. Taser. Why would you need to do that? 

Mr. Anprews. The Afghans have borrowed from the Export- 
[mport Bank of the United States $25 million and pledged their 
karakul fur receipts to pay that loan. They hired the Morris-Knudson 
Co. of Chicago to build dams on the Helmand River, the great irriga- 
tion and Helmand River development. They are bringing back water 
on land that has been idle since the time of Alexander the Great. They 
have their dams built. They have the water 

The Government itself needs considerable assistance in laying out 
the land; what kind of agronomy is needed, what kind of agriculture 
should be followed; and getting the people on the land and laying out 
the individual irrigation ditches from the main ditches. They have 
asked us for a very large number of technicians to assist them in mak- 
ing now arable and fertile this land which now has water for the first 
time in 1,500 years, This is a very, very modest program in that 
country when you compare it to what they have done themselves there. 
[t is a tribal country and there is almost no such thing as any person 
with any technical competence or knowledge. 

Mr. Taser. You are oe 51 technicians? 

Mr. AnNpREws. Yes, si 
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TRAINEES 


~~ 


Mr. Taser. The number of trainees is 55. 

Mr. AnprReEws. Yes, sir. 

Mr. Taper. You have to have a teacher for every pupil? 

Mr. Anprews. The trainees, sir, are those who will generally be 
training in this country at special schools—most of them will be 
brought to this country for special training. 

Mr. Taper. You say it will cost $306,000? 

Mr. ANprEws. $306,000 for the trainees. 

Mr. Taser. For 55? 

Mr. AnpreEws. For 55. 

Mr. Taser. That means $5,500 apiece. 

Mr. ANpREws. Yes, sir. 

Mr. Taser. That sounds like a lot of money. 

Mr. AnprREws. Well, it is a long way to Afghanistan, and we pay 
their transportation to and from that country. We pay their per 
diem and living cost within this country and give them a small 
amount. J do not know whether you can call it a salary or per diem. 

Mr. Hanson. Mr. Chairman, could I offer one comment on why in 
1954 in particular this is stepped up? 

One of the dams Mr. Andrews spoke of was closed in 1952. The 
second was closed 60 days ago. The land use and water use is start- 
ing now this summer, and is reaching its peak in problems next year. 
That is why the staff is being sent out at this particular time. 

Mr. Taser. You have 2 or 3 ways of breaking it down. 

Mr. Anprews. We thought the committee would be interested in 
the categories of activities these technicians are carrying out. That 
is the reason for the second table down at the bottom of the page, 
which breaks it down. 

Mr. Taser. Your trainees in 1952 cost you $3,400 apiece? 

Mr. Anprews. About the same, sir. 

Mr. Taser. This year they cost you $5,500 apiece. That is quite 
a jump. 

Mr. Anprews. I would not know particularly the reason for that. 

Mr. Taser. I would not, either; but it looks like you might get 
along with a little bit less. 

Mr. Hanson. Mr. Chairman, these are actual cost figures. There 
were 14 trainees in 1952 sent to Turkey and Lebanon. Because of the 
experience we had there, 55 for the coming year are coming to the 
United States. 

Mr. Anprews. It is cheaper to train out there than it is here, 
definitely. 

Mr. Taser. What are the “Supplies and equipment’’? 

Mr. Anprews. That is a whole category of things. One of those 
supplies I happen to know is a simple winch to start in a little mining 
operation, to take the place of people carrying stuff up the drift on 
their heads. It is very simple. 


UNEXPENDED BALANCES 


Mr. Taser. This year you have an unexpended balance of $642,000 
out of an allotment of $663,000, and $253,700 the year before. It 


looks as though you have only spent about one-fourth of the money. 
[t sounds like it is not a good operation. 

Mr. Anprews. It is a good operation, sir. A lot of that has 
already been delivered. The money has actually not been checked 
out of the Treasury. The bills for it have not come in, but this is 
definitely spent. 

The breakdown here, as you see, is on page 3 of this sheet. 

Mr. Taser. It just looks as though there bas not been any occasion 
for paying it. 

Mr. Hanson. A substantial portion of the technicians listed for 
1953 fiscal year show here as an unliquidated obligation, and arrived 
in the field from January on. Our normal system of paying other 
agencies for technicians is on a quarterly basis, so that the fourth 
quarter which is included here as an unliquidated obligation has 
already been incurred but the bill would come in after July 1. That 
is true in each of these country programs. 

Running on down, Mr. Chairman, there are a number of Afghan 
trainees who have received awards for training and have left the 
country during the last 60 or 90 days. We pay them on a monthly 
basis, and the travel likewise. They are already incurring the ev- 
penses, but they are not fully paid out. 

Mr. Taser. Are there any questions on that? 

Mr. Cannon. Off the record. 

(Discussion off the record.) 


BURMA 


Mr. Taser. | see in the current copy of U. 5S. News and World 
Report an article which is rather significant, which states: 

It is possible to win friends and influence people by cutting off aid. The 
Burmese Government, under fire at home for accepting United States aid, asked 
the United States to abandon its help. Burma thus lost $12 million. Since then 
Burmese officials have felt more free to be friendly, so Burma’s Government has 
just sent the United States Red Cross $10,000 for tornado victims in the United 
States. 

Mr. Anprews. Sir, I do not want to get on the record on this, but 
there is quite a story on this Burma business. 

Mr. Gary. Who is going to tell the story? We want somebody 
to tell it to us. 

Mr. Taser. You had better get Mr. Moffut up here and let him 
tell us the story. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 


INDIA 


Mr. Anprews. The next on our list, sir, is India, 

Mr. Taser. We will insert the summary information in the record 
at this point. 

(The information is as follows:) 
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INDIA 


General agreement signed Dec. 28, 1950 


Actual, 
fiscal year 


1952 


$1, 419 


300, 600 


50, 987, 400 


52. 707, 700 


“, ¢ 


86, 520, 000 


114 


121 





Community development 
Agriculture, forestry and f 
Industry, trade, 1 labor 


Total 


Total cumulative 


Princ pal activity fue lds 


ands of dollars 


{In thou 





{In thousands of dollars] 





Authorizations 


Estimated, 
fiscal year 
1953 


$2, 915, 000 
718, 400 


40, 208, 100 


43, 841, 500 
100. 000, 000 


4 


12 
130 


Fiscal year 
1953 


2, 393. 0 

. 789. 0 
9, 695. 0 
2, 964.5 


utilization of TCA funds! 


As of June 
30, 1952 


Proposed 
fiscal year 
1954 


$4, 719, 000 
684, 000 


24, 697, 000 


30, 100, 000 
149, 000, 000 


24 


é 5 
123 


Fiscal year 
1954 


8, 763 
7, 075 
3, 132 
11, 130 


30, 100 


As of June 
30, 1953 


98, 228. 0 


Obligations é 2, 97, 143.0 
Subobligations. _- a 70, 760. 6 
Expenditures 1, 18: 28, 500. 0 


Unexpended balance 69, 388. 0 


1 Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 


Community development, $8,763,000 for fiscal year 1954 


Indian village level workers, trained under a joint GOI-US-Ford Foundation 
training program, teach, train, and demonstrate to the Indian villages ways and 
means of increasing agricultural productivity, improving health and sanitation, 
increasing basic and vocational education, and developing village industry. 
Under the guidance and with the assistance of these trained workers—each re- 
sponsible for 4 or 5 villages with total populations of 4,000 or 5,000—farm-to- 
market roads will be built, compost pits dug, schools and health dispensaries 
constructed, wells dug and repaired, and watering troughs installed. 

The work is generally organized by project centers—each including 3 ‘‘blocks”’ 
of 100 villages; and the regular services to individual villages are supplemented 
and reinforced by more specialized experts assigned to ‘‘blocks’’ or to the center 
as a whole. 

In fiscal year 1954 it is proposed to carry forward the work initiated under the 
fiscal year 1952 and fiscal year 1953 programs by launching 220 community 
development blocks embracing 22,000 villages with a population of 21 million 
covering a cultivated area of 11 million acres. 





329 


Unliquidated obligations fiscal year 1952 and fiscal year 1953 


{In millions of dollar 


D 


tribution of unliquidated obligatior In th 


Tech 
l'ra 
(Contracts 


Pro 


uns 
nees 

and miscellaneous supplie 
ram direction 


Total 


Breakdown of unliquidated obligations for pi 


{In thousands of 


Fiscal 
year 


1952 


Activity 


Agriculture, forestry, and fisheries 15, 217 


Fertilizer imports 77 
») Locust control 

Soil fertility and fertilizer use 

(d) Fisheries 

(e) Ground-water irrigation 

(f) Ground-water exploration 

(g) Forestry research 


(a) 
( 


Health and sanitation 


(a) Malaria control 
Education 
Natural resources 3, 869 


(a) River valley development 3, 869 


Industry and trade 


(a 
(h 


Steel for farm implements 

Building materials research 

(c) Low cost housing develop- 

ment 

(d) Central Labor Institute 

rransportation, communications, and 
public works 

Public administration 

General projects 


(a) Community projects 


(6) Village worker training 


9 Total 


yusands 


Fiscal 
year 
1953 
16, 412 
5, 500 


221 


6, 191 
4, 500 


2, O58 
1, 925 


133 


34, 350 


ogram 8s ippl es 


lollar 


rype of equipmer 


Nitrogenous fertilizers 

Vehicles, spraying equipment 

Scientific equipment 

Boats, engine and gear 

Pumps, motors, steel pipe, transformers. 
Do 

Pulp and paper machinery 


DDT, spraying equipment, vehicles. 


Earth moving and construction equipment, 
steel and steel manufactures. 


Iron and steel. 
Laboratory and demonstration equipment 
Construction equipment and materials 


Laboratory and demonstration equipment. 


Vehicles, construction equipment, tractors, 
pumps, and motors 
Vehicles, audiovisual equipment. 
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Analysis of estimated commodity requirements, fiscal year 1953 program 


{Thousands of dollars] 


Agriculture, forestry, and fisheries 


230 
235 
236 
770 
820 
880 


930 


Nitrogeneous fertilizer am 

Phosphates and other fertilizer material _ _ 

Agricultural pesticides 

Agricultural equipment, exc luding tractors 

Motor vehicles, engines, and parts_-_- 

Scientific and professional instruments, apparatus, 
plies 


and sup- 


Technical services of all types ‘eontract for tubewells) 


Health and sanitation 


236 
370 
770 
820 


Agricultural pesticides (DDT) 

Medical and pharmaceutical preparations 
Agricultural equipment, excluding tractors 
Motor vehicles, engines, and parts 


45 
220 


450 


880 Scientific and professional instrume nts, apparatus and 
supplies 100 
890 Miscellaneous commodities for educational and scientific use 50 
Education ; 662 


820 Motor vehicles, engines ; 20 
890 Miscellaneous commodities for educ ‘ational and scientific use - 642 


Natural resources a . 4, 895 


740 Construction mining and conveying equipment 795 
880 Miscellaneous commodities for educational and scientific use - 100 


Industry and trade ee as an a rasyeha 9, 452 


660 Iron and steel mill materials, steel mill products and ferro- 
alloys , * : : ; 8, 550 


740 Construction mining and conveying equipme nt- ; : 180 
780 Industrial machinery eta 200 
880 Scientific and professional instruments, apparatus, and sup- 

plies : 132 
930 Technical services of all types (contract for engineering + sur- 


veys and industrial consultants) 
Transportation, communications, and public works - - 


820 Motor vehicles, engines, and parts 
880 Scientific and professional instruments 


General projects (community development) - 


370 Medicinal and pharmaceutical preparations 

680 Miscellaneous iron and steel manufactures____ 

740 Construction, mining, and conveying equipment__- 

770 Agricultural equipment, excluding tractors_ 

771 Parts for agricultural machinery and tractors 

780 Industrial machinery, not elsewhere classified, including office 
machines, appliances, and parts ------------ 

820 Motor vehic les, engines, and parts_-~- --_- 

890 Miscellaneous commodities for educational and se cientifie use__ 

892 Miscellaneous vehicles, parts, accessories, trailers, and servicing 
equipment_ 


Total 
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Analysis of estimated commodity requirements for fiscal year 1954 program—Sum- 
mation by category of technical assistance component 


A, TECHNICAL ASSISTANCE 
[Thousands of dollars] 
Agriculture, forestry, and fisheries 


120 Seeds, other than oilseeds _ ; 50. 0 
235 P hosphate and other fertilizer materials __- ; 750. 0 
236 =©Agricultural pestic ee SLi ; 175. 0 
740 Construction, mining and convey ing equipment 600. 0 
770 Agricultural equipment, exc luding tractors_. ; , 198. 0 
780 Industrial machinery, not elsewhere classified, including 

office machines, appliances and parts_____..__-_-- oe 360. 0 
820 Motor vehicles, engines, and parts i 3 gee 335. 0 
880 Scientific and professional instruments, apparatus and 

supplies _ - _- a a ; , 252. 0 
890 Miscellaneous commodities for educational and scientific 

use 36 352. 0 


Health and sanitation : 1, 366. 0 
820 Motor vehicles, engines, and parts . : 232. 0 

880 Scientific and professional instruments, apparatus, and 
supplies _ _ - - ; : si 1, 000. 0 

890 Miscellaneous commodities for educational and scientific 
use : 7 -. , : 134. 0 


Education a ; = ; 4, 030. 0 


890 Miscellaneous commodities for educational and scientific 
use . 2, 530. 0 
930 Technical services of all ty pes 1, 500. 0 


Natural resources-__--- ; a 2, 425. 0 


740 Construction, mining, and conveying equipment_- 1, 500. 0 
820 Motor vehicles, engines, and parts ; 175. 0 
880 Scientific and professional instruments 


Industry and trade_ ache dukes ; ; aerial: : 135. | 0 


780 Industrial machinery not elsewhere classified including office 
pumas 2256 ee 7 15 ; 210. 0 
930 Technical services of all types-- ---- ii 1, 925. 0 


’ 


Transportation, communications, and public works a 529. 0 


740 Construction, mining and conveying equipment--_-._--- y 395. 0 
820 Motor vehicles, engines, and parts- - - -- : 50. 0 
880 Scientific and professional equipment s s 84. 


Public administration ‘ " ea a 40. 


880 Scientific and professional inst: uments, apparatus, supplies_ - 40. 


CAGROER DROROUNR Ss os onc cc ccc anne’ . iiprbla ed aoe aoe z 100. 


236 Agricultural pesticides_-___- chicane ‘ 500. 
680 Miscellaneous iron and steel manufacturers _ _ _- ieicgcsteal 000. 
740 Construction, mining and conveying equipment - - - ‘ 750. 
770 Agricultural equipment, excluding tractors___- - - 500. 
820 Motor vehicles, engines, and parts -_- --- ; : 000. 
831 Tractors, track- laying type over 50 horse power 500. 
832 eae ase pease 500. 
880 Scientific and professional instruments, “apparatus, and 

supplies _ - - ned eee 500. 
890 Miscellaneous commodities for educational and _ scientific 


"24, 697, 0 
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Analysis of estimoted commodity requirements for fiscal year 1954 program summation 
B category of detelopmental aid 


B. SPECIAL ECONOMIC AID 
{thousands of dollars] 


Agriculture, forestry, and fisheries © pee ae ee . : ‘ 8, 500. 0 


230 Nitrogenous fertilizer ne 5, 000. 0 
390 Chemicals and chemical preparation (excluding alcohol, 

etc " ae — o< % 0 
660 Jron and steel mill materials, steel mill products, and 

ferroalloys , dex shea tet , 674. 0 
720 =Electrical apparatus sede. 240. 0 
740 Construction, mining, and conveying equipment___----- 4, 812.0 
750 Machine tools_ ‘i . nits eis 80. 0 
780 Industrial machinery, not elsewhere classified, including 

office machines, appliances, and parts_ _- 590. 0 
820 Motor vehicles, engines, and spare parts__- 209. 0 
880 Scientific and professional instruments, apparatus and 

supplies ‘ 112.0 
930 Technical services of all types , , 776.0 
858 Vessels and equipment ; ; ; , 000. 0 


Health and sanitation_- : ), 700. 0 


236 Agricultural pesticides 5, 000. 0 
770~=— Agricultural equipment excluding tractors_ —. 100. 0 
820 Motor vehicles, engines, and spare parts__- ; 500. 0 
740 Construction and mining equipment ‘ ; 800. 0 


Natural resources . : 5, 000. 0 


s f 5, 000. 0 
] manufactures , 000. 0 

740 Construction, mining, and conveying equipment 5 15, 000. 0 
Industry and trade 9 700. 0 


660 Iron and steel mill material 
680 Miscellaneous iron and stee 


660 Iron and steel mill materials, steel mill products and ferro- 

alloys : , 200. 0 
692 Copper and copper products ‘ , 000. 0 
640 Nonmetallic minerals (except petroleum) and nonmetallic 

mineral products : 500. 0 
740 Construction, mining, and conveying equipment 1, 000. 0 
780 Industrial machinery, not elsewhere classified, including 

office machines, appliances, and parts - - : 5. 000. 0 
930 Technical services of all types : 1, 000. 0 


Total 79, 900. 0 


Mr. ANpDrEws. This is found on page II 65. This is strictly the 
technical assistance part of this program for 1954, which has 
$30,100,000 against an appropriation of $43,841,000 in 1953 and an 
appropriation of $52,707,000 in 1952. 

Now, Mr. Loftus, from the American Embassy in India, is here. 
I imagine the committee will want to go into this special economic 
aid factor in connection with the India program. 

Mr. Taser. I expect so. 

Mr. Onty. The special economic aid is right here. 

Mr. Anprews. If you want to take up the “Special economic aid”’ 
first, or the ‘“Technical assistance,’’ we can do it whichever way you 
want to. 
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TECHNICAL PROGRESS AND DEVELOPMENT FOR INDIA 





Mr. Taser. We have the ‘Technical assistance”’ first in this book, 
so we might as well take that. 

Mr. Anprews. All right. As you will note in the book, you have 
$30 million. 

The statement you have gives you the complete picture, again, with 
the type of program and the general breakdown of the typical activity 
concerned. There is also the breakdown of the unliquidated obliga- 
tions which are found here on the third page. 

I imagine the committee is more interested in that than they 
are in what I will tell you about the program, because the India 
program is one of the most dramatic programs we have in the whole 
croup of technical assistance. 

There are unliquidated obligations here. We have the case of the 
fertilizer and the locust control. There is the fisheries and the 
ground-water irrigation and water exploration. Those are the tube 
wells I referred to earlier. 

I mentioned negotiating the contract and the fact that we have 
six wells now producing water. One hundred holes are drilled, with 
2,000 vet to go. 

I will let Mr. Hanson, the area administrator for this general re- 
gion, present this, who probably has a more pertinent and a closer- 
to-the-ground comment. 


rUBE WELLS 








Mr. Hanson. I want to give you just a picture of the tube well, 
because it is one of the biggest items the committee is asked to ap- 
prove under the technical assistance or economic aid. The tube well 
is a drilled irrigation well. Generally, it is 300 feet deep and has a 6- 
inch casing, and has a diesel or electric pump lifting water. One 
of these wells will irrigate a square mile. It will provide water for 
100 families. It will double the food production. It will add a good 
many hundreds of tons of food grain to the output of India by putting 
in one of these wells. 

We negotiated for 9 months to accomplish the first contract which 
this committee authorized us to go ahead with a year ago. At the 
end of 1 year, we have 3 contractors, 1 British, 1 German, and | 
American. It took the first contractor 90 days to get his rigs out 
there and the first well drilled. It took the next one 5 months. It 
took the next one 6 months. All three of them are on the job as of 
this week in India, and we expect to see a substantial number of those 
wells, each irrigating a square mile, coming in right along. 

For India, the biggest problem is water. This is the best approach 
we have to find it. 

Mr. Lorrvs. I might point out, too, in supplementation of what Mr 
Hanson said, that the largest single item in this unliquidated obligation 
column is for these two-thousand-odd tube wells. This obligation is 
unliquidated only because the contractor gets paid when the well is 
completed. This show is on the road; all of the contractors are at 
work. 

When I left India last week, 45 of those wells were producing water 
and were coming in at an accelerated pace, because evérybody has his 
equipment in place. So that unliquidated obligation will liquidate 
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itself as fast as the contractors can move, and they are all well qualified 
people and well managed. 

Mr. Forp. How long does it actually take to complete the job for a 
single well after they get started? 

Mr. Lorrus. They do not work that way. They have introduced 
what is sort of an assembly line technique. This is the largest opera- 
tion of its kind carried on anywhere in the world. In California a 
contractor may drill 30 or 40 wells. Harold Smith, the American 
contractor, has 750. So he has a constant flow of drilling equipment, 
and he keeps moving ahead on the wells. There are other people 
moving ahead picking out the sites. When they hit full speed, they 
bring in as many as 2 or 3 wells in a day. 

Mr. Hanson. I might say the dollar component of each of those 
wells is about $3,000. 

Mr. AnprEws. And the well itself costs about $11,000, which 
means that India puts in about $8,000 for each well. 

Mr. Hanson. It is $6,000 and $5,000. We are putting in a little 
over half. 

Mr. ANDERSEN. Once a well comes in, how do you operate it? 

Mr. Hanson. It is initially a diesel pump. They are running in an 
electric line, and when that is in they will use an electric pump. 

Mr. ANDERSEN. How much head do you have? 

Mr. Anprews. There is about a 5-inch stream. 

Mr. ANDERSEN. That will take care of-— 

Mr. Anprews. About a square mile. 

Mr. ANDERSEN. It is somewhat similar to the wells in California, 
is it not, where they are irrigating? 

Mr. ANpDREws. Yes. 

Mr. ANDERSEN. Have you an unlimited supply of water below the 
surface there? 

Mr. Anprews. The British geologists who worked this country for 
centuries and years and the Indian geologists and our own water 
geologists, based on the survey they have made, indicate that the 
Ganges Basin can probably stand 30,000 wells and still not have the 
water table seriously drained. That is an estimate. It may be a 
wild estimate. But of course, they are not drilling anything like that 
number of wells. 

Mr. ANpreRsEN. And, of course, they are many miles from salt 
water; so they are not bothered with salt water. 

Mr. Anprews. No; they are not bothered with salt water. Pre- 
sumably this water comes down from the snows in the mountains 
in a sheet. 

One other point I want to make is on the next page—steel for farm 
implements is represented as an unliquidated obligation, but that is 
for steel that has actually been bought largely in Japan and the money 
has not been paid out. 

Then buildings material research is a small laboratory being set up 
with a couple ‘of American technicians and Indian technicians in 
Delhi to try to figure out some way to use local materials for cheap 
construction, and this is a housing development in which they are 
making a demonstration of the use of the materials. The Central 
Labor Institute is a productivity laboratory. 

Mr. ANDERSEN. Getting back to the wells; certainly that would 
scarcely qualify as technical assistance, when you bring them in in 
the quantity that you do. 





Mr. Anprews. That is true. Last year before the Senate com- 
mittee when this appropriation was up and they had this problem of 
the relation of technicians to supplies, it was pointed out for the 
record that if the amount of $50 million or $45 million or a similar 
amount was appropriated by Congress for India, we were going to 
use a very large part of it in the tube well program and river develop- 
ment program, which goes beyond technical assistance. 

Mr. AnprersEN. Then how long are we going to continue contribut- 
ing toward this tube well program? 

Mr. ANprEews. We will have a few exploratory wells. That is one 
of the reasons why our technical assistance component for 1954 is 
lower than it was last year. We are cutting out that particular type 
of work and doing more exploratory work and going into other fields. 
Of the special economic aid, which Mr. Loftus will discuss in a few 
minutes, a very large part will go for tube wells, will go for machinery 
for river de ‘velopme nt and for speedie r completion of the great uriga- 
tion and dam projects in India. 

Mr. ANDERSEN. Now, if you will finish with your statement, Mr. 
Andrews, we will hear Mr. Loftus. 

Mr. ANprEws. That is about my story. 

Mr. AnprERSEN. First, Mr. Loftus, let us have a little of your back- 
ground. You are in the Embassy at Delhi? 

Mr. Lorrus. That is right. 1 am economic counselor in the Em- 
bassy but also serve as economic adviser to the TCA mission and have 
assisted in this program in India since its inception. 


SPECIAL ECONOMIC AID FOR INDIA 


Mr. ANDERSEN. Would you like to discuss this special economic aid? 

Mr. Lorrus. I have very little to say in general except, pursuant to 
what Mr. Gardiner said before in response to that question, there are 
certain key countries in the world where, after very careful thought 
by the National Security Council and the executive branch, it has 
been decided that our security interest in certain areas, notably in 
India, Pakistan, and Iran requires us to do something larger than a 
few technical assistance programs. 

Mr. ANDERSEN. What are some of the reasons which make such 
requirements necessary? 

Mr. Lorrus. India and Pakistan have roughly 3,000 miles of 
contiguous border with Russia and China. These are new countries. 
They achieved their independence in 1947. They have tremendous 
problems of organizing themselves. There is a little history here that 
should be explained. All during the struggle for Indian independence, 
the point was'made, and it has become a deep-seated belief of the 
Indian people, that they had been exploited and held down for too 
long. Ido not think we need to go into the merits; but, anyway, they 
felt that once they had the control of their affairs in their own hands, 
then they could go forward and make ‘some real economic progress 
instead of the deterioration they had been experiencing previously. 

They have essentially the type of government we have. It is a 
democratic government. They had an election in 1951, in the winter 
of 1951-52, and had a larger percentage turnout of the voting popula- 
tion how we ever turned out in this country. They have a democratic 
form of society, which is, apart from certain cultural differences, very 


85928—53—— 22 





much like ours. They have our system * government, and their 
social and economic organization stands or falls on its ability to 
satisfy this popular conviction that they can achieve some economic 
forward movement. They do not have any illusions that they can 
achieve the European or American standard of living in the near 
future, but they want to an some progress instead of stagnation or 
going backward. If this type of government cannot deliver to the 
people some show ing of progress, it won't be able to pe rsist indefinitely . 
and you will have, probably, as a consequence a tendency toward ; 
fractionated country, of which there are certain tendenci es visible 
already. And once it breaks up into small pieces, it will be an easy 
prey to the Communist Party which is not strong enough to take over 
a united India today but, if it can divide India and Pakistan internally, 
it can take over certain segments by mobilizing its strength in selected 
areas. 

If we lost that area of the world that includes 450 million people 
and controls the Indian Ocean, controls the air and sea routes between 
the Near East and the Far East, that would be a strategic considera- 
tion that is appalling. 

That, I think, is the essence of the special consideration in the 
case of both India and Pakistan. 

Those countries have clear-cut notions of what it is they have to 
do in order to deliver to their people some show of progress. 

India has a 5-year plan. That is a long series of special commit- 
ments in the field of economic achievement. There is an appendix 
to the 5- vear-pls in book which contains 165 pages of detailed tabula- 
tion. This 5-year plan is not any abstract plan or grandiose declara- 
tion of intent; it is a 165-page-long list of specific things that are 
going to be done in specific districts, done by somebody named in 
there which is an cco a we unit of the Government, showing 
how much it is going to cost, how soon it is going to be finished, and 
so forth. It is this sort of bill of particulars that the Indian Govern- 
ment has presented to its people. If it fails conspicuously to deliver 
on its commitments—I do not say it has to fulfill every item in total 
within the 5-year plan, but if it conspicuously fails to achieve this 
list of projects—well, it will have to stand an election in the winter 
of 1956 

Mr. Forp. When was that plan started? 

Mr. Lorrvus. In 1951. Their fiscal year starts on the Ist of April; 
so the plan is a little bit more than 2 years underway. 

Mr. Forp. Is two-fifths of the plan completed? 

Mr. Lorrvus. Yes. They have a schedule they considered essential 
to be maintained in expenditures. They planned to spend roughly 
$600 million the first vear of the plan and they did spend that total, 
$800 million in the second year and they fell a little below—-I think 
$775 million. This is the vear of the big jump. This is the one when 
they have to go to a $1 billion annual rate of expenditure. I might 
say we are proposing to assist them to the extent of $110 million, if 
you lump together this special economic assistance and technical 
assistance, both of which, of course, will go toward the achievement 
of the 5-vear plan. Everything we are offering to do in India is 
encompassed within this 5-vear plan. We do not foist on them well- 
intentioned projects of ours unrelated to their own determination of 
what they must do. 

(Discussion off the record.) 
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Mr. Gary. There have been evidences of the fact that the present 
Government was leaning toward communism. Is that true? 

Mr. Lorrus. Not at all internally, Mr. Gary. There are evidences 
that the Indian Government’s view of how we ought to play the China 
situation is different from ours. I do not think that is the same, 
though, as leaning toward communism. We are completely con- 
fident that the people of India are totally disillusioned about the 
intentions of the Soviet Union. They believe China can be saved 
from Russia, and actually on specific issues they think perhaps we 
are rocking the boat, and to bad effect. There is evidence to that 
effect between their approach to the world situation and ours. I do 
not think it can fairly be described as leaning toward communism 
They have a different appreciation of what to do to keep China from 
becoming a permanent ally of the Soviet Union. They are repressing 
the Communists internally. When some Communist demonstrators 
came out on the day when Mr. Dulles and Mr. Stassen arrived in 
New Delhi, within half an hour they were clamped in jail and stayed 
in jail for the rest of their visit. 

Mr. ANDERSEN. Are there any questions? 

Mr. Forp. Has Mr. Loftus concluded his comments about the 
special economic aid? 

Mr. Lorrus. Not quite. Because of these special considerations 
which took me a little far afield, we therefore are proposing a program 
which in one sense is a total program in the amount of $110 million 
We have, however, divided this between technical assistance of $30.1 
million and special economic assistance of $79.9 million. ‘That 
division was based upon the best judgment we could make or what 
in the previous year’s hearing on the mutual secutiry bill the Congress 


would consider to be appropriate to do under the Act for International 
Development and what Congress would consider not appropriate to 


do under that act. 


CASTE SYSTEM IN INDIA 


Mr. Gary. What progress is India making toward breaking down 
class distinctions? 

Mr. ANprews. Very marked progress. 

Mr. Lorrus. The caste system is legally abolished but in practice 
the classes still continue to exist. My own observation, however, for 
whatever it is worth, gained from talking with them, is that it is not 
so much because of continuing oppression from the groups above but 
rather a continuing sense of inferior status among the groups below. 
The untouchables will not go in the temples. Legally they are per- 
mitted to do it, but they will not go. I talked generally to many 
people, and they brought out the fact that historically they did not 
have certain rights, and they cannot change overnight. I will give 
you an example. An individual in India, on account of this sort of 
specialization of function, has to keep an inordinate number of serv- 
ants. I know in my own compound the gardener and watchman are 
both Hindus but of different caste, and they became indignant at the 
suggestion that, because they were both bachelors, they should double 
up and share the same quarters. In particular circumstances it is 
still there. But that is sort of by choice of the people; it is not by 
virtue of any legal restriction. 
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DISTINCTION BETWEEN TECHNICAL ASSISTANCE AND SPECIAL ECONOMIC 
ASSISTANCE 


Mr. ANDERSEN. Now, what is your definition of ‘technical assist- 
ance’’ as distinguished from ‘‘economic aid’’ in this particular setup? 
You have in both programs such things as fertilizer. 

Mr. Anprews. That is right. 

Mr. AnpEeRSEN. You have agricultural pesticides in both. 

Mr. Anprews. That is right. 

Mr. ANDERSEN. It seems to me from glancing over this hurriedly 
that special economic aid is simply an enlargement of the technical 
assistance. Will you give me something on that? 

Mr. Hanson. In dividing these items into technical assistance and 
special economic aid, we were guided by what we understood to be the 
desire of the Congress last year, that technical assistance was to be 
restricted to those projects which had to do with training or demon- 
stration or a pilot project and, when you went beyond that, merely 
multiplying that by agreement or at governmental request, it was to 
be classified as something other than technical assistance. 

If I may run down the list on it, for example, under tube wells, 
which we talked about, we said that the geologists who were checking 
the water and the exploratory wells in areas where no tube wells now 
exist would come under technical assistance, but the multiplication 
of those wells in areas known to have water would come under 
economic aid. 

Mr. ANDERSEN. In other words, a few exploratory tube wells would 
be technical assistance, and from then on you get into special economic 
aid? 

Mr. Hanson. That is right. 

Mr. ANDERSEN. It is, as I stated, more or less an enlargement of 
the first. 

Mr. Hanson. That is correct; yes, sir. 

Second, in fisheries, last year we bought a few motorized fishing 
boats to get them fishing away from the shore and out where large 
schools were located along the west coast. There is $1.5 million in 
here for financing boats to be placed on a loan basis in fishing coopera- 
tives. Those are all classified under economic aid. 

Mr. Anpursen. Of the total request of $30,100,000, there is $24,- 
697,000 in supplies and equipment. 

Mr. Hanson. That is correct. 

Mr. ANDERSEN. Which amounts to better than 80 percent of the 
total. Under technical assistance, that seems a little high, does it not? 

Mr. Hanson. I think this program in India and the one you will 
discuss in Pakistan are unusual in this respect. It is unusual for this 
area and, so far as I know, for the other areas. 

There is in this arid zone greater emphasis on water engineering 
than in other parts of the world. We can send out 2 engineers and 
geologists, and we can work with a group of Indian engineers and 
laborers to put in a tube well—merely to put it in as a demonstra- 
tion in 1 province—which may cost us $100,000 in equipment for the 
tube well drilling, where we only have to pay the salaries of 2 engi- 
neers at Delhi for supervising. This is not true in 3 or 4 other coun- 
tries we are discussing in this category, because of the lack of engineer- 
ing experience we have there. 

Mr. AnpreRSEN. Have you anything further on India? 
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EMPHASIS ON GREATER FOOD PRODUCTION TO PREVENT STARVATION IN 
INDIA 


Mr. Anprews. The only point I would like to make on this is that 
they have the problem in India, if we need any excuse or need any 
logic or reason for the great emphasis on tube wells, agriculture, fer- 
tilizer, farm machinery, and so forth, which is simply this: here is a 
country of 360 million people in a world where free trade or free ex- 
change of money and goods is almost but not quite unheard of and 
most difficult. That country has got to have at the present time any- 
where between 3 million and 5 million tons of food from the outside 
world, or they starve—great portions of them will starve. As Mr. 
Loftus so well said here, you cannot now, at least in democratic India, 
let people starve as they were let starve in the past. 

I talked to one of the finest men in India here recently. He said 
“T was the colonial servant under the British.’”’ He said “One mil- 
lion used to starve, and we shrugged our shoulders. No one in 
control kept any check. But those people, if they starve now, are 
the pore who elected me to office, and | —e let them starve.” 
No Government can let great masses starve in India today as they 
did in the past, and we feel, where they - ae have the foreign 
exchange to buy this stuff from the outside, the only sensible and sound 
thing to do looks to us to be to try to develop the internal economy 
so that they can feed themselves. And without any shadow of doubt, 
it is fantastic how the proper application of fertilizer, the proper 
application of just the least modern methods can increase that pro- 
ductivity. 

I think if we can get India to within, say, 1 million of being self- 
sufficient, we have done the greatest thing to - abilize that area that 
can be done. 

PAKISTAN 


Mr. AnperRsEN. Unless there are further questions, we will pro- 
ceed to Pakistan. We will insert the statement on Pakistan in the 
record. 

(The information is as follows: 


PAKISTAN 


General agreement signed Feb. 9, 1951 
. — 
Actual, fiscal 
year 1952 


Estimated, | Proposed, 
fiscal year fiscal year 
1953 1954 


United States program costs (obligations) 
Technicians 142, 700 | 943, 000 4, 507, 000 
Trainees 835, 700 79, 500 556, 000 
Local costs 
Supplies and equipment 9, 622, 300 773, 300 7, 937, 000 


Total 10, 600, 700 , 795, 800 13, 000, 000 
Estimated Pakistan contribution 10, 650, 000 5, 120, 000 37, 264, 000 
Number of United States technicians 18 49 163 
Number of training awards 80 ll 100 
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Principal activity fields 


1ds of dollars] 


Fiscal year | Fiscal year 
1953 1954 


pment 747 
696. 7 
3, 048 


11, 795. 


Total cumulative utilization of TCA funds! 


s of dollars 


As of June 30,'As of June 
1952 1953 


22, 864. 4 
22, 937.0 
14, 036. 4 


5, 271.0 


17, 589. 0 


10w shown under the administrative budget 
TYPICAL ACTIVITY 


Village agricultural, industrial development, $4,820,000 for fiscal year 1954 


Twelve new centers are to be set up to train village-level workers in vocational 
agriculture, environmental sanitation, agricultural extension, et cetera. These 
village-level workers then operate in surrounding areas carrying new methods and 


techniques to the largest possible number of people in a short time. They will 
be able to service about 10 percent of all Pakistan’s villages after a year’s operation 
of the extended program. 

Nine technicians are in the field at present and recruitment of others is under 
way Centers are being constructed in both East and West Pakistan. Village 
leaders have already begun their training in Northwest frontier province. 


Unliquidated obligations, June 30, 1953, fiscal year 1952, and fiscal year 1953 


[In thousands of dollars] 


| 
Fiscal year | Fiscal year 


g imarv 
Summar;ry 1952 1953 


Program supplies 3, 329. 7, 957.0 
rechnicians, contracts, trainees, program direction , 22. 3 1, 348.0 


Total a , Sol. 4 9, 305. 0 
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Breakdown of unliquidated obligations 


PROGRAM SUPPLIES 


{In thousands of dollars] 


LTURE, FORESTRY, AND FISHERIES 


Nitrogenous fertilizer $2, : Ammonium sulfate 
Forestry research Scientific instruments and supplies 
Lumber production Timber extraction equipment 
il research Scientific implements and supplie 
cust control Pesticides, planes, ete 
und reclamation and development Earthmoving equipment, tractors, et 
herie ) Construction equipment, refrigeration, 
etc 
Basic research, agriculture Scientific instruments and supplie 


Potal 
HEALTH AND SANITATION 
rB hospital Medical apparatus, equipment, and suy 
Health education ‘ Medical demonstration equipment, and 
supplies 
Total 


EDUCATION 


lege exchange program . Educational equipment, supplies, and 
texts 


COMMERCE AND TRADE 


Fertilizer factory 2, Construction equipment and supplies, 
industrial machinery, etc 


COMMUNICATION AND TRANSPORTATION 


Road development, East Bengal : Earthmoving, road-building equipment, 
etc. 


GENERAL PURPOSE PROJECTS 


Agricultural village development Agriculture, health supplies, vehicles, 
demonstration materials, etc. 

Economic development, Baluchistan | Vehicles, scientific instruments, supplies, 
etc. 


Total 


Total | 
TECHNICAL SERVICES, CONTRACTS AND 
PROGRAM DIRECTION | 


Program direction - 
lrainee program ~ 
Engineering consultant services 5 Fertilizer plant. 
Agriculture, forestry, and fisheries (con- 
tractual services) 
Locust control $35.0 | Pilots service 
Land reclamation and development 250.0 | Engineering (Bolan Dam and Mahki 
Dhanda) 
Karachi fish harbor 100.0 | Engineering service. 
Tubewell development miebeat 50.0 | Surveys and preliminary engineering, 
Bahawalpur. 
Health and sanitation contractual services 288.0 | Massachusetts Public Health Service. 
Education, intercollege exchange program 500.0 | Contracts with United States colleges. 
General purpose, Baluchistan develop- | 125.0 | Economic surveys, contract 
ment. 


Total _.. 3 , 522. , 348.0 


Grand total... we 2 9, 305. 0 
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Analysis of estimated commodity requirements, fiscal year 1953 program 
[Thousands of dollars} 


Agriculture, forestry, and fisheries 

230 Nitrogenous fertilizer 

236 Agricultural pesticides (DDT) 

640 Nonmetallic minerals and nonmetallic mineral products 
(cement 

660 Iron and steel mill materials, steel mill products and ferro- 
alloys 

680 Miscellaneous iron and steel manufacturers 

710 Generators and motors 

730 Engines and turbines : 

740 Construction, mining and conveying equipment 

770» =Agricultural equipment, excluding tractors 

780 Industrial machinery, n. e. c. including office machines, 
appliance and parts 

820 Motor vehicles, engines and parts 

831 Tractors, contractors’ type wheel tractors 

880 Scientific and professional instruments, apparatus and 
supplies 5 ; ; 

890 Miscellaneous commodities for education and scientific use 

930 Technical services of all types (contracts for tube-well 
drilling 


Health and sanitation 


820 Motor vehicles, engines and parts 

880 Scientific and professional instruments, apparatus and 
supplies a. 

890 Miscellaneous commodities for educational and scientific use 


Education 


880 Scientific and professional instruments, apparatus and 
supplies : : Bede alae LB fe 135. 
890 Miscellaneous commodities for educational and scientific use 100. 


Natural resources __ pibeers las 7b ae : a. : 100. 


880 Scientific and professional instruments, apparatus and 
supplies eye aM hat eens cela 100. 


Trade and industry we . 8,000. 


660 Iron and steel mill materials, steel mill products and ferro- 

alloys wees wine ee 250. 
710 Generators and motors : 450. 
720 Electrical apparatus . 625. 
740 Construction, mining and conveying equipment__—-_-------- 300. 
750 Machine tools : 250. 
780 Industrial machinery, n. e. c., including office machines, 

appliances and parts —— 1, 125. 


General projects 


120 Seeds, other than oilseeds 

210 Miscellaneous inedible animals and vegetable products 

236 Agricultural pesticides 

370 Medicinal and pharmaceutical preparations 

680 Miscellaneous iron and steel manufactures 

750 Machine tools en 
890 Miscellaneous commodities for educational and scientific use 


Total 
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Analysis of estimated commodity requirements for fiscal year 1954 program; 
summation by category of technical assistance component 


Avgricultur 


120 
230 
236 
591 
660 
680 
710 
720 
730 
740 
770 
77i 
820 
832 
SSO 


890 
SOY 
891 


Education 


370 
591 
680 
710 
720 
750 
760 
770 
780 


RSO 


890 
899 


Natural re 
740 


820 
880 


A. TECHNICAL ASSISTANCE 
(Thousands of dollars] 


e, forestry and fisheries 


Seeds, other than oilseeds 

Nitrogenous fertilizer 

Agricultural pesticides 

Pulp, paper and paper products (except newsprint) 

Iron and steel mill materials, steel mill products 

Miscellaneous iron and steel manufactures 

Generators and motors 

Electrical apparatus 

Engines and turbines 

Construction, mining and conveying equipment 

Agricultural equipment except tractors 

Parts for agricultural machinery and tractors 

Motor vehicles, engines and parts 

Tractors, wheel-type except industrial and contractor’s type 

Scientific and professional instruments, apparatus and sup- 
plies 

Miscellaneous commodities for educaticnal use 

Miscellaneous project items 

Rubber and rubber products 


Medicinal and pharmaceutical preparations 
Pulp, paper, and paper products (except newsprint) 
Miscellanecus iron and steel manufactures 
Generators and motors 
Electrical apparatus 
Machine tools 
Metal working machinery (except machine tools) 
Agricultural equipment (excluding tractors) 
Industrial machinery (not elsewhere classified) including 
office machinery, appliances and parts 
Scientific and professional instruments, apparatus, and sup- 
plies 100. 
Miscellaneous commodities for educational and scientific use 67. 
Miscellaneous project items 25. 


sources 450 


Construction, mining, and conveying equipment 360 
Motor vehicles, engines, and parts 22 
Scientific and professional instruments, apparatus, and sup- 

plies 68 


Transportation and communication 


720 
740 
750 
890 


$92 


Electrical apparatus 

Construction, mining, and conveying equipment 

Machine tools 

Miscellaneous commodities for educational and scientific 
UNG. =. 

Miscellancous vehicles, parts, trailers, and servicing equip- 
ment 
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estimated commodity requirements for fise al year 195 j program; 


} 


n by category of technical assistance component—Continued 
housands of dollars] 
A. TECHNICAL ASSISTANCE—continued 


General projects—VAIDS . 4, 200. 


120 Seeds, other than oilseeds l 
210 Miscellaneous inedible animals 10 
230 Nitrogenous fertilizer 300 
236 Agricultural pesticides 50 
390 Chemicals and chemical preparations (except alcoho! and 

fertilizers 2. 
591 Pulp, paper, and paper products (except newsprint) 3 
640 Nonmetallic minerals (except petroleum 6. 
660 Iron and steel mill materials, steel mill products_ 275. 
680 Miscellaneous iron and steel manufactures 180. 
710 Generators and motors 350 
720 Electrical apparatus 205 
730 Engines and turbines 230 
750 Machine tools- 250. 
760 Metalworking machinery (cxcept machine tools 176. 
770 =Agricultural equipment (except tractors) 350. 
771 ~+=Parts for agricultural machinery and tractors : 55. 0 
780 Industrial machinery, n. e. ¢., ineluding office machines, 

appliances and parts : 342. 0 
820 Motor vehicles, engines, and parts 240. 0 
832 Tractors, wheel-type, except industrial and contractor’s type 600. 0 
880 Scientific and professional instruments, apparatus, and sup- 

plies 300. 0 
890 Miscellaneous commodities for educational and scientific use 10. O 
891 Rubber and rubber products 5. 0 
899 Miscellaneous project items 200. 0 


Total. . . eee aL 


/ 


Analysis of estimated commodity requirements for fiscal year 1954 program, sum- 
mation by category of developmental aid 


B. SPECIAL ECONOMIC AID 
[Thousands of dollars] 


Acriculture, forestry, and fisheries iewcii ee 


120 Seeds, other than oilseeds__--_- ; 5. 
230 Nitrogenous fertilizer 6, 000. 
236 Agricultural pesticides 60. 
570 Lumber, sawmill products, and lumber manufactures --- - 200. 
591 Pulp, paper, and paper products (except newsprint) - 20. 
660 Iron and steel mill materials, steel mill products 410. 
680 Miscellaneous iron and steel manufactures : 200. 
710 Generators and motors 380. 
720 Electrical apparatus 225. 
730 Engines and turbines 280. 
740 Construction, mining, and conveying equipment 1, 000. 
770 =©Agricultural equipment (except tractors) ; 125. 
771 Parts for agricultural machinery and tractors- - - ----- ; 125. 
820 Motor vehicles, engines, and parts _- 3 305. 
832 Tractors, wheel-type except industrial and contractor’s type_ 210. 
880 Scientific and professional instruments, apparatus and 
supplies 85. 
890 Miscellaneous Commodities for educational use_--_- -- 70. 
891 Rubber and rubber products 100. 
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Analysis of estimated commodity requirements for fiscal year 1954 program, sun 
mation by category of developmental aid—Continued 


(Thousands of dollars] 
B. SPECIAL ECONOMIC AID—continued 


Health and sanitation_ 


236 Agricultural pesticides (DDT) 

370 Medicinal and pharmaceutical preparations 

680 Miscellaneous iron and steel manufactures 

820 Motor vehicles, engines, and parts 

880 Scientific and professional instruments, apparatus and 
supplies 

890 Miscellaneous commodities for educational and scientific 
use 7 15. 


Industry, trade and labor , 490 


660 Iron and steel mill materials, steel mill products and ferro- 

alloys : 210 
710 Generators and motors 390. 
720 Electrical apparatus 105 
740 Construction, mining and conveying equipment 295. 
750 Machine tools 90. 
780 Industrial machinery, n. e. c., including office machinery, 

appliances and parts , 100 


Transportation and communication 750. 


820 Motor vehicles, engines and parts 135. 
720 Electrical apparatus 150. 0 
740 Construction, mining and conveying equipment 250. 0 
750 Hand tools 10. O 
880 Scientific and professional instruments, apparatus and 

supplies : 95. 0 
890 Miscellaneous commodities for educational and scientific use 80. 0 


Total ; aie : a, . 5 Soe 14, 500. 0 


Mr. ANprews. The story on Pakistan is about as we have discussed 
in the past. There is an element of economic aid in the Pakistan 
program—special economic assistance. 

The technical assistance program project for 1954 is $13 million 
against $11 million for 1953 and $10 million for 1952. The special 
economic assistance component is $14.5 million. 

The programs generally follow the basic objectives outlined in the 
Indian program—community development, mineral resources develop- 
ment, the normal health programs, with a pretty substantial educa- 
tion program and community development program. 

Mr. ANDERSEN. | might say we have had quite a bit of discussion 
on Pakistan. First of all, there is a rather sizable increase requested 
here above fiscal 1953. You have $13 million requested against 
$11,795,800. I presume your justification of that 1s substantially 
what has been told us previously. 

Mr. Anprews. That is exactly right. 

Mr. ANDERSEN. As to the political considerations. 

Mr. Anprews. That is exactly right. 


UNEXPENDED BALANCE 


Mr. ANDERSEN. There is an unexpended balance of $17,392,000. 
Is that right? 
Mr. Hanson. That is correct. 
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Mr. ANDERSEN. Why is it so large? 

Mr. Hanson. The most of that unexpended balance can be ac- 
counted for by four types of projects. The first is the nitrogenous 
fertilizer which is being shipped in to build up the present wheat 
crop that is being planted in Pakistan. We have already delivered 
over $3 million of that fertilizer; there is $2.2 million on order, part 
of it actually at sea today, for the wheat crop that is going in this 
month, but we have not yet had to make payments on it. 

Second, we have contracted to help Pakistan with the extra- 
ordinary cost of a fertilizer factory for the internal manufacture of 
fertilizer. That plant has been designed in Belgium. Construction 
has started, but our payments on that factory are scheduled and 
expenses are incurred by the contractor himself. That is another 
$5.5 million that is not disbursed, but the contractor is proceeding. 

Third, Mr. Andrews told you this morning about the road-con- 
struction project. Representatives have been down in Louisiana 
looking at the delta problems of road construction and have now 
plac ed orders for equipment which has not yet been delivered. 

The fourth large project is that of village development work. 
As in the case of India, we have insisted on the need for estimates 
from the national capital of what this will cost, but let us get right 
down to the village and find out what it is the people want before we 
place the order. That has delayed us about 6 months in getting 
requisitions. They are in now; the orders are placed but not yet 
paid for. 

Those four large items account for a substantial portion of this. 


INCREASE IN NUMBER OF TECHNICIANS 


Mr. AnperRsSEN. One further question. You have about 45 tech- 
nicians on hand now; do you not? 

Mr. Anprews. I think I have. 

Mr. ANDERSEN. That is a considerable jump up to 163 proposed for 
fiscal 1954. 

Mr. ANprREews. What comes into that is this. When the Pakistan 
wheat program—that is, the wheat gift of this country—is delivered 
there and sold to the people, that develops a counterpart fund, and 
that counterpart fund, by agreement between our Government and 
Pakistan, is going to go into a grow-more-food campaign, and they 
are asking us for a great number of technicians to help them. This is 
one reason for the increase in technicians. 

Mr. AnpErRsEN. In other words, you are expecting to receive a lot 
of counterpart funds for that? 

Mr. Anprews. That is right. 

Mr. ANDERSEN. And these technicians will operate it? 

Mr. Anprews. That is right. 


INDONESIA 
Mr. ANDERSEN. We will now take up Indonesia. Mr. Andrews, 


we will have you insert the summary on this country. 
(The matter is as follows:) 





Indonesia General agreement signe d October 1950 


Actual. fiscal Estimated, Proposed, 
a 1952 fiscal year fiscal year 
’ ae 1953 1954 


United States program costs (obligations 
For technicians. $981, 300 $1, 335, 000 $1, 630, 000 


For trainees 220, 400 1, 037, 000 1, 062, 000 
For local costs 


For supplies and equipment. 6, 862, 000 1, 356, 606 1, 308, 000 


Total 8, 063, 700 3, 728, 600 4, 000, 000 
Number of United States technicians 44 117 137 
Number of training awards 151 191 191 
Estimated Indonesian contribution 13, 003, 000 5, 725, 000 8, 460, 000 


Principal activity fields 


{In thousands of dollars] 


Fiscal year 
1953 


Agriculture, forestry, and fisheries 1, 110 
General projects (engineering services) 700 
Health and sanitation : 525 
Industry, trade, and labor : . : 828 
All other... 


Total : ‘ ‘ ss 3, 728.6 


Total cumulative utilization of TCA funds ! 


{In thousands of dollars] 


As of June As of June 
30, 1952 30, 1953 





Authorizations... . 8, 000 11, 831 


Obligations : 8, 000 11, 831 
Subobligations..-. > i 8, 000 9, 500 
Expenditures -. ; siatialiatiociedi ‘ 1, 851 


Unexpended balance : . 10, 246 


1 Excludes domestic program expenses, 
TYPICAL ACTIVITY 


Land development and conservation, $874,000 for iscal year 1954 

United States engineers will continue to give operational assistance to land 
development-machinery pools, and technical advice and agricultural engineering 
instruction to assist in opening new lands for settlement. Limited supplies and 
equipment directly needed for these technicians are included. 

In an attempt to bridge the gap between the research station and the farmer, 
experts will help the Indonesians build up their very short supply of support 
personnel, to backstop extension workers as well as assist in developing new educa- 
tional materials and methods suitable to the area. 


Small industry program, $316,000 for fiscal year 1954 


Assistance to village production centers and the industrial research and training 
institutes will be provided. Technical guidance will be provided to small indige- 
nous enterprise in order to expedite the modernization and development of 
Indonesian industry. 

Probably the most advanced program of its kind in all of south and southeast 
Asia, the Indonesian Government’s small-industries program has the following 
major components: 

Seven research and training institutes in such field. as ceramics, tanning, wood- 
working, and furniture making which develop standardized products and designs 





English language institute 


rechnical education 


Audiovisual training 


dustry, trade, and labor 


Small-scale private industry 


Workers housing 


Increasing labor productivity 


Industrial job evaluation 
Support 
dustry 
Mineral development 
Community water supply 


of communications in- 
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and train village artisans to work with the new 


il centrals which function as central purchasing 
to service the of village 
research and training institutes 


lustri 
marketing cooperatives 
fe Ids Cove red bv the 


needs 


1s of June 


ar 1958 program 


30, 1958, fiscal year 1952 and fisca 


f 


udes $480,000 fiscal year 1951-52 funds 


unliquidated obligations as of 


equipme nt component of 
June 30, 1953 


In thousands of dollars] 


Principal items 


Handtools, generators, small mis 
cellaneous machinery items 
Fertilizer, seeds, small tools, 
agricultural machinery 
Engines, yard 
storage, pilot canneries 


tractors, 
miscellaneous 


cold 


vessels, 


equipment, 


Animal breeding stock and 


laboratory equipment. 


equipment; 


DDT, sprayers, motor vehicles, tools, ma- 
chinery and motion-picture film 
Scientific instruments and publications. 
Do 
Mobile dental cars and equipment. 
Equipment for quarantine stations 


Miscellaneous educational and_ scientific 
commodities 

Handtools, generators, motors, electrical 
apparatus, engines, machine tools, indus- 
trial machinery, miscellaneous educational 
and scientific commodities. 

Miscellaneous audiovisual educational equip- 


ment. 


Machine tools, metalworking machinery, 
industrial machinery engines. 

Audiovisual aids, housing block machines, 
electric multiple translation equipment. 
Audiovisual aids, translation equipment, 

office machines. 
Audiovisual aids. 
Miscellaneous educational 
equipment. 
| Core-drilling equipment. 
Water purification plant, 


and scientific 
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REASONS FOR DELAYS IN LIQUIDATING INDONESIAN PROGRAM OBLIGATIONS 


lowing are the principal reasons for the existence on June 30, 1952, of $5.2 
n in unliquidated obligations from the 1951-5? Indonesian program 
Commercial procurement by the Indonesian Government was slowed dow1 
he foreign exchange regulations which attempt to deal with the shortage of 
reign exchange in Indonesia. This delay was particularly great he August 
January period of this fiscal vear. when only $165,000 in foreign exchange license 
were issued against $6.8 million PA’s for commercial procurement f 
lifficultyv is foreseen 
B. The Indonesian Government is presenting bills for goods delivers 
cases Months ago 
C. TCA questioned original awards for some of the procureme1 
nesian Government, necessitating new bids 
LD. Two fish carriers were constructed in Holland Ne 
ime required, but, through a misunderstanding, the Ind 
failed to transmit funds for refrigeration units promptly 
\ number of the projects require technical equipment 


nical personnel must be made in order to finalize specification 
involve highly difficult technical fields where specifications must be 
adapted to Indonesian field conditions, 


Analysis of estimated commodity re quirements for fiscal year 1953 p 0g 
{Thousands of dollar 


Agriculture, forestry, and fisheries 


120 Seeds, other than oilseeds 

235 Phosphates and other fertilizer materials 

680 Miscellaneous iron and steel manufactures 

770 Agricultural equipment, excluding tractors 

858 Vessels and equipment 

880 Scientific and professional instruments, apparatus, and supplies 


Health and sanitation 


236 Agricultural pesticides 

770 =Agricultural equipment excluding tractors 

880 Scientific and professional instruments, apparatus, and supplies 
890 Miscellaneous commodities for educational and scientific use 


Education 


720 Electrical apparatus 

750 Machine tools 

880 Scientific and professional instruments, apparatus, and supplies 
890 Miscellaneous commodities for educational and scientific use 


Industry, trade, and labor 


720 Electrical apparatus 

740 Construction, mining, and conveying equipment 

750 Machine tools 

760 Metalworking machinery 

780 Industrial machinery, n. e. c., including office machinery, ap- 
pliances, and parts : 

890 Miscellaneous commodities for educational and scientific use 
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Analysis of estimated commodity requirements for fiscal year 1954 program 


[Thousands of dollars] 


Agriculture, forestry, fisheries ; baiickxnpesewieinneade 536 
120 Seeds other than oilseeds __ pip a 26 

210 Miscellaneous inedible animals and animal and vegetable prod- 
ucts a i wed tate se 15 
235 P a and other fertilizer materials _ - . er ‘ 220 
680 Miscellaneous iron and steel manufactures _- whe 30 
770 Pp ee equipment excluding tractors _ — - wes ; 140 
858 Vessels and equipment . 30 
880 Scientific and professional instruments, apparatus, and supplies 20 
890 Miscellaneous commodities for educational and scientific use ___- 25 
Health and sanitation 5 ov ‘ 350 
236 Agricultural pesticides __- : 275 


740 Construction, mining, and conveying equipme nt eer 30 
770 =Agricultural equipment excluding tractors - - - - -- 25 
880 Scientific and professional instrument, apparatus, and supplies 13 
890 Miscellaneous commodities for educational and scientific use 7 
Education - . : ; 202 
720 Electrical apparatus - - - - : oases ee 50 
750 Machine tools 50 
880 Scientific and professional ins struments, ‘apparatus, ‘and supplies- ‘ 65 
890 Miscellaneous commodities for educational and scientific use __- 37 
Industry, trade, and labor- ; inaia ection Ache cede omc es 213 
720 Electrical apparatus eee i eh a i es Eh es 18 
750 Machine tools ea ; Piel ohare ans ese cien 25 
709 Metalworking machinery ..............._........... am 30 
780 Industrial machinery, n. e. c., including office machinery, appli- 
SE RUT nse ere dea ncdt<n=3euebene wenn as 120 
890 Miscellaneous commodities for educational and scientific use - 20 
Public administration _ : : a ne cit Soa een eel 7 
780 Industrial machinery, n. e. c., including office rE cont 
ances, parts ae ai 4 
890 Miscellaneous commodities for educational and scientific use - 3 
General projects - Sansa Wks mane ihe at eoee aati a 0 
EOOUOETED RGIFOTO GXTIGTIGILUIS «Cg . 5g 5 new mcsncnesexswn a ait 0 
Total... ; as FO belie ash yok sale kien Meee 


Mr. AnprEws. The Indonesian program is a relatively small pro- 
gram compared to the size of the country and the people involved 
and to some extent the problems involved. Indonesia happens to 
be a country that has considerable undeveloped natural resources. 
They do have technical knowledge lacking in some fields, and some 
projects which we are helping them on. 

The total for 1954 is $4 million requested, and that is broken down 
into supplies and equipment and so forth as usual, and the categories 
run principally into agriculture, then health and sanitation, and then 
education. We have a rather heavy component of trade and 
industry. It is principally the J. G. White engineering contract. 
They are going into Indonesia and helping them find resource-develop- 
ment projects and are assisting them in developing the proper papers 
and proper economic basis for the drawing down of their $100 million 
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loan. For at least a year and a half this country, even though we 
had a loan commitment of $100 million, they were not able to get 
projects in shape so that the bank would accept chem as a loan basis. 

‘Lluis program is mostly technical assistance, and it has a very small 
component of anything that would hint at economic aid or develop- 
ment. It is my ideal type of program, and, as I was remarking at the 
supper table, it is a program I would like to run in one of these 
countries. 

| think that, in a broad way, is the story. The unliquidated obli- 
ration is relatively small so far as the 1953 program is concerned. 

Mr. ANDERSEN. What is the basis for the increase of $222,000? 

Mr. AnpreEws. From the 1953 program? 

Mr. ANDERSEN. Yes. 

Mr. ANprEws. I would say the increased aewre for expanding 
rojects and expanding the general program. The big expansion in 
that program ts in the agricultural field, and there is a very important 
xtension program and rural credit program. This country goes 
right down to the villages. And there are production credit loans 
und things of that kind. 


UNEXPENDED BALANCI 


Mr. ANpersen. And your explanation of the unexpended balance 
of $9,980,000 is what? 

Mr. Anprews. That is primarily the holdover. This country was 
originally in MSA and the MSA program in the first year was 
primarily a supply program. 

Mr. Hanson. There were large contracts entered into in the 1952 
fiscal year by MSA, some of which covered 2, and a few even a third 
vear, and there are still disbursements going on under those, but in 
the current year there is very little disbursed under the 1953 fiscal 
year, because our general agreement was not signed with them under 
TCA until 7 months had passed. We negotiated this spring a set of 
agreements which came into effect in April and May, and only a quar- 
ter of the payments have thus far been disbursed under those agree- 
ments, 

Mr. ANDERSEN. What about that $480,000 deobligated in 1953? 

Mr. Hanson. I cannot identify that particular amount, but there 
were many deobligations in the Indonesian program which represented 
changes in the program from commitments made by MSA earlier. 

Mr. ANprews. We shifted some parts of the program. 


REFRIGERATED FISH CARRIERS 


Mr. Forp. I notice that two fish carriers were constructed in 
Holland. Why do you construct fish carriers? 

Mr. Anprews. That is a long story, and I will give it to you. 

One of the really great projects that ECA was about to introduce 
into Indonesia was the mechanization of their fishing fleet. The 
Javanese and most of the people in Indonesia are great fish eaters, and 
it is about the only source of proteins the people have. There are 
millions of pounds of fish in the sea, but their fishing fleets were 18-men 
outfits that went only a short distance at sea and fished and came in. 
There was no way of getting farther out to sea and getting greater 
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catches. The best fishing grounds are off Borneo and Sumatra, but 
it was almost impossible to bring fresh fish from that part of the world. 
You could not bring your fish from Borneo to Java, where it was 
needed. So in order to utilize this increased catch, we bought two 
carriers of a refrigerated nature, and those fish were put on those 
refrigerated ships and brought to Java and, incidentally, thawed out 
the first day, and sold in Java at auctions as fresh fish. It has had a 
remarkable influence on the fish consumption there, more and more of 
it, and has saved very much resource they used to send to Hong Kong 
and other places as dried fish. It is as successful a project as we have 
ever tackled. It is a genuine commercial outfit. That was out of 
money primarily of MSA. We inherited it from ECA. 

Mr. Onty. Mr. ses was in Indonesia for more than a year, so 
if any of you are interested afterward you might want to ask him some 
questions. 

Mr. Anpersen. Mr. Hayes, do you have any commen:s you wish 
to make at this point? 

Mr. Hayezs. I think we might make some meation of the fict there 
was a period when newspapers carried stories saying the Indonesians 
were reluctant to have any technical aid programs going on. This 
was a misreading of a circumstance in Indonesia where they objected 
to certain commitments required for military aid. They never 
objected to a for technical aid, and both when we were 
there, MSA and ECA, and I undersiand TCA, they have shown a 
great interest on the pees front. 

Mr. Anprews. Last year when Indonesia was transferred to us, ] 
went down there oa the 2d of July when the transfer took place, and 
the newspapers and the parliament would not defend us, and my 
instructions from the Government were to this effeet, that so far as 
any past commitments that we had made to Indonesia, we would 
fulfill them to the last letter of the law, but so far as a 1953 program 
was conceraed, until they convinced themselves that they really 
wanted this work, we would suspend the program. And we did sus- 
pend the pregram, and it was suspended for about 7 months. Now, of 
course, it is one of the really big things down there. 

ANDERSEN. Any further questions on Indonesia? 


NEPAL 


We will now take up Nepal. 
Mr. Ontny. Off the record. 
Vag ‘ussion off the record.) 
. ANDERSEN. We will insert the summary statement in the record. 
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Nepal—General agreement signed Jan 


Actual 
fiscal year 
1952 


United States program costs li 
For technician 7 $127, 000 
raining awards 4). OOO 
Local cost 
For supplies and equipment 136 ) 261. 400 
Total F 4°98, 400 600, 000 


Number of United States technician 9 


Number of trainit iwards 


Estimated Nepalese contribution 


Principal activity fields 


[In thousands of dollar 


Agricultu 
Health 
Other 


Total cumulative utilization of TCA funds! (fiscal years 1952 and 1943 


of June 
0, 1952 


Authorizations £109 R00 
Obligatior 199. SOK 
ubobligations 199. 800 
Expenditures 38, 900 


Unexpended balance 160, 900 


1 Includes pro direction costs now shown under the 


TYPICAL ACTIVITY 


Agricultural Extension Service, 892,000 for fiscal year 1954 

The concept of an agricultural extension service or of the general development 
of Nepal’s villages had been unknown in that country until recently. United 
States extension workers were instrumental in opening the first training school in 
Nepal for village level workers on July 27, 1952. The first class of 41 trainees 
graduated in December and began extensive work in villages in the Valley of 
Kathmandu. Successive classes of 50 trainees will be graduated every 6 months 
and the school has more applicants for training than it can accommodate 


Unliquidated obligations June 30, 1953 


{In thousands of dollars] 


A. Technicians 

Bb. Training 

C. Program supplies 
1). Contracts 

E. Program directior 


Total 
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uidated obligations for program supp 
{In thousands of doll 


} 


d fisheries (seeds, agriculture equipment, lum- 
ts, irrigation equipment, motor vehicles 69 
medicinal and pharmaceutical preparations, 
al instruments 10 


ntifie and professional instruments 2 


mmod 


her than oilseeds 

970 Lumber and sawmill products and lumber manufactures 
750 Machine tools (carpentry and blacksmith shop 

770 \gricultural equipment exclusive of tractors 

$20 Motor vehicles, engines and parts 


890 Miscellaneous commodities for educational and scientific use 
Health and sanitation 


naceutical preparation 22. 
ional instruments, apparatus and supplies 14, 


16. 
apparatus and supplies 16 
261. 
ommodity requirements, fiscal year 1954 program 


rhousands of dollar 


Avriculture, forestry, and fisheries: 


Village development service 


020 Coarse grains (livestock feeding materials 
t 


230-235 Fertilizers 

236 Agricultural pesticides (fungicides, insecticides 

370 Medicinal and pharmaceutical preparations (vaccines, sera) 

680 Miscellaneous iron and steel manufactures (tools, steel) 

740 Construction, mining and conveying equipment (pump 
sets . 

890 Miscellaneous commodities for educational and scientific 
use (lab and office equipment 


Irrigation 


640 Nonmetallic minerals and mineral products (cement) 4. 
680 Miscellaneous iron and steel manufactures (steel, etc.) 40. 
740 Construction, mining and conveying equipment (pumps, 
tube wells 200. 
880 Scientific and professional instruments, apparatus and 
ipplies irvey equipment 
890 Miscellaneous commodities for educational and scientific 


use 
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Analysis of estimate commodity requirements, fiscal year 195 4 program—Con 


(Thousands of dollars] 
Health and sanitation: 
Publie health and inseet-borne disease program 


370 Medicinal and pharmaceutical preparations 
889 Scientific and professional instruments, apparatus and 
supplies : aoa i 


Natural resources: 
Minerals 


S80 Scientific and professional instruments, apparatus and 
supplies 1, 


Total . 311.4 


Mr. Anprews. That is a very small program and one that we 
regard as very important. 

A man was in my office the other day who was just from Nepal 
and he says, ‘‘l do not know how you did it’’; he says ‘‘A revolution 
has happened in Nepal’ and he said “Your program seems to have 
brought it about and we do not know how you brought it about.” 

You have there now an isolated kingdom, a complete autocracy, and 
they have not allowed outsiders in there or anything like that. We 
had a demonstration the other day on range instruction and agricul- 
ture in the King’s temple, something that had never happened before 
in the history of Nepal. No westerners have been allowed in the 
inner sanctum, and the great masses of the people were in there for 
those particular demonstrations. That is an indication of the change 
in thinking of that people, who have always in the past never wanted 
any outsiders in the valley of their kingdom. 

Mr. AnpeRsEN. You are requesting $600,000 for fiscal year 1954? 

Mr. ANprews. Yes, sir. 

Mr. AnprersEN. That is almost 3 times the amount which you had 
in 1952? 

Mr. ANpbreEws. Yes, sir. 

Mr. AnpErRson. And about $172,000 more than in 1953? 

Mr. AnprEws. Yes, sir. 


IMPORTANCE OF PROGRAM 


Mr. AnprerseNn. In view of the isolation of this particular little 
mountainous nation, which is in essentially the same category as 
Afghanistan, just what is the justification for spending money in that 
particular country? 

After all, and I think you will agree with me, unless we can see some 
benefits to the people of the United States from such a program, we 
have no business putting out any of our taxpayers’ money in that area. 

Mr. Anprews. That is true, except this fact: This technical- 
assistance program, under my direction, wants to help the people of 
the undeveloped areas who want to help themselves, and, of course, 
there is a selfish interest involved. 

Mr. AnpersEeN. What is that selfish interest? 

Mr. Anprews. The selfish interest is the peace and stability of that 
little country as well as its security. 
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Mr. ANDERSEN. Does it help to stabilize the Chinese border there 
on the north? 

Mr. ANprREws. Yes. sir. 

Mr. Hanson. This is a historical buffer state and for 300 years 
it stood between the British Empire and the people to the north. 

Mr. AnperRsEN. Will it continue to stand as a buffer, regardless of 
what we might do in the way of economic aid? 

Mr. Hanson. There is within the country a very small Communist 
movement and I do not think there is any question if that Govern- 
ment, like a number of its neighbors, cannot demonstrate some of 
those elementary services to its own people, that Government is not 
going to stand. 

Mr. ANDERSEN. To get back to my original question: Where will 
this pay dividends? 

Mr. Lorrus. It controls the principal passes across the Himalayan 
Mountains. 

Mr. ANDERSEN. Now you are getting down to business. The 
principal pass to Tibet and that region go through that country, is 
that it? 

Mr. Lorrus. Yes, sir. If you talked to any official of the Indian 
Government and if there is one thing they get excited about is the 
possibility that Nepal could be lost. It is of tremendous importance 
in terms of defense of the subcontinent. 

Mr. Fenron. What is the population of Nepal? 

Mr. ANnprews. About 7 million, I believe. It takes a health nurse 
or a doctor about 3 months to get to the most remote parts of that 
country. There are no roads or trails or anything in there. 


PROGRAM FOR 1954 


Mr. ANDERSEN. Just what are you going to spend $600,000 in 
that little nation for? 

Mr. Anprews. You notice our old friend, agriculture, healih and 
sanitation, and exploration of natural resources, which has io do 
with some exploration of the minerals and timber in the area. That 
is the principal work. 

The principal expenditure is for agriculture, Mr. Chairman, and it 
is devoted to the kind of extension work which we have specialized 
in in India and Pakistan. We have already turned out two classes 
of extension workers for that Government in the last 12 months and 
this is an expansion of the invesiment, because they are moving into 
the field where the sample equipment that goes with it is needed for 
the first time. 

Mr. ANDERSEN. Where do you train these men? 

Mr. Anprews. These men are trained actually in the King’s 
Palace in the Capital. 

Mr. AnprersEN. You do not move them out of the country for 
training? 

Mr. Hanson. No, sir. I am speaking here of local training. 

Mr. ANDERSEN. Where do you train them here in America? 

Mr. Anprews. They go througb the usual routine of the Depart- 
ment of Agriculture. 

That concludes our Asia and Pacific projects and it is up to the 
chairman as to whether you want to take up Thailand, the Philippines, 
and Formosa before you leave this section. 
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Mr. Ounty. I would suggest going on, with Mr. Hayes from MSA, 
to the Philippines and Thailand, and that would complete the Asia 
ind Pacific ares 

Mr. ANDERSEN. It would be nice to have them all together. 

Mr. Ounry. That would complete the Asia and Pacific portion of 
this program with the exception of Indochina which will be treated as 
a part of the Mutual Defense financing program. 


PHILIPPINE ISLANDS 


Mr. ANpERSEN. Mr. Hayes, will you give us a short statement, 
please, on the Philippine Islands? 

Mr. Outy. Before Mr. Haves proceeds on the Philippines, I should 
correct something, or call your attention to an error, in our estimate 
of $2 million which we show as obligated for the Philippines in fiscal 
vear 1953. That was not, in fact, obligated by June 30, the reason 
being that obviously we have to start these figures through the process 
before the 30th of June. We made an estimate that ther ‘vy would have 
been obligated, but about 3 days before the close of the fiscal vear an 
emergency program came in from Thailand to take care of the prob- 
lems in that northeastern area when the Communists started pushing 
through Laos and we decided to reduce the Philippine program to $18 
million and not to obligate these $2 million. We asked permission to 
carry those $2 million over and rather than obligate it quickly for the 
Thailand program, to do it in an orderly fashion in the next fiscal ye ar. 

[ wanted you to know that. this shows $2 million as obligated when, in 
fact, it was not obligated. 

Mr. ANDERSEN. All right, Mr. Hayes, you may proceed. 

Mr. Hayes. Mr. Chairman, the program which MSA bas been 
cari ying on for a little over 2 years in the Philippines is very closely 
comparable to the programs which you have been hearing about in 
the other countries in Asia. 

In fiscal 1952, as you will see on page III-102, the program obligated 
funds in the amount of $32 million. In fiscal 1953 the figure of $20 
million is reduced to $18 million, as Mr. Ohly just explained. In 
fiscal 1954 the proposal is to spend $17 million in the Philippines. 
In the early years there was a large proportion of supplies and equip- 
ment and in the later years an increasing proportion of technical 
assistance. The program is becoming more like the technical coopera- 
tion program and is, therefore, included with TCA in this year’s 
presentation. 

One of the reasons why the program is going down, while the 
technical assistance component, or amount for technical assistance 
is going up, is because many of the commodities, the equipment and 
supplies, which were ordered in the first year have now arrived in the 
Philippines and they are ready for the technical experts to work with 
them. 

On the other hand, we found that the capacity of organizations of 
the Philippine Government to absorb projects—was limited and that 
we could not undertake more than a limited number of new projects 
each year. 

We had originally authorized the obligation during 1953 of $30 
million, but we found that it was not possible to develop projects 
which we were convinced would be carried out effectively by the 





people available and by the organizations available in the Philip- 
pines; the amount of money obligated this vear has reached the total 
of only $18 million—a very substantial reduction from the $30 
million originally authorized. 

The major fields of activitv are indicated at the bottom of page 103 
in section III, where you will see that in the proposal for fiseal 1954 
agriculture, forestry, and fisheries account for about 40 percent of the 
total. A very substantial amount of that is for fertilizer, demonstra- 
tion plots, and demonstration distribution of fertilizer at a subsidized 
cost to get the small rice farmers working in the program. The 
Philippines have used a lot of fertilizer in the past, but only on 
commercial crops. 

SUPPLIES AND EQUIPMENT 


Mr. ANpDERSEN. Does that explain this high percentage of supplies 
and equipment in this particular request? 

Mr. Hayes. That is a substantial part of the supplies. 

Mr. ANpERSEN. I note you are requesting about $13,494,000 out 
of the $17 million for supplies and equipment. That is a rather 
heavy proportion. 

Mr. Hayes. This is a substantial amount of supplies and equip- 
ment, but as I pointed out, it is proportionately less each year. 

Mr. ANnprErsEN. Besides fertilizer, what other heavy items of 
supply are included? 

Mr. Hayes. There is a dredge in there for dredging the harbor to 
improve transportation; there is a certain amount of road-building 
equipment; there is a certain amount of material for a small multipur- 
pose powerplant which will demonstrate to the Filipinos the possi- 
bilities of flood control, irrigation, and power operating together; there 
is a certain amount of DDT and sanitation equipment for the health 
and sanitation program and, finally, there is provision for a certain 
amount of machinery in connection with certain industrial projects 
for small industries and small producers in the Philippines. 


NUMBER OF PERSONNEL 


Mr. ANpERSEN. How many people do we have on duty now in the 
Philippines? 

Mr. Hayes. 109 people on program funds. That is technical 
assistance personnel, including contract personnel. 

Mr. ANDERSEN. How many do you intend to build up to out of the 
1954 appropriation? I believe it is 194 here in the justifications. 

Mr. Hayes. Yes. May I point out that although there are only 
as of June 30, 109 persons 

Mr. ANDERSEN. You have some in the pipeline? 

Mr. Hayes. Yes, sir. and there is another factor: A number of 
people have gone there on special assignment for 3 or 6 or 9 months 
and although they were there during the course of the year, they were 
not there as of June 30. The same thing is true for next year. We 
have estimated that there will be 66 contract and 128 noncontract 
personnel in the field during the course of the year, of whom only 86 
would be there for the full year and 42 would be there for shorter 
periods. 

On June 30, 1954, we expect that the noncontract personnel will 
total 95, which compares with a figure of noncontract personnel this 
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last June 30 of 109. In other words, there is a 10 percent or so reduc- 
tion in the course of the year in the noncontract personnel, although 
the personnel on contract will be increased somewhat. 


OBJECTIVES OF PROGRAM 


Mr. Davis. I would like to inquire as to what you consider your 
objective in each of these individual countries to be. As I look over 
this page 103 of section III, it shows that the production of practi- 
cally all of the key items of the Philippines is very much more than 
they were before the war; international trade appears to have in- 
creased in most of those areas; the Government is operating at a 
surplus. Where are we trying to go? 

Mr. Hayes. I think we can take a certain amount of credit for 
some of this. We have been working there for a couple of years and 
rice production has substantially increased during the period when 
we have been helping them. The Government surplus is almost 
entirely due to additional taxes and better tax-administration policies 
which were introduced as a result of the representations of the ECA 
mission and the agreement under which that ECA mission operates. 

Now, there is a statement of the general objectives on the page on 
the left at the top, at which you are looking, which gives a statement 
of our general objectives in the Philippines, which basically includes 
strengthening the economy so that it will make possible a better 
standard of living and a more stable society and a more productive 
country. Although we have demonstrated here in the figures which 
you have referred to, that production has increased, it is still very 
low per capita; conditions of life are not comfortable and there is 
wide social instability, which furnishes fertile ground for the Huk 
movement, which has posed many problems for the Government. 
We are trying to prevent that social instability from spreading and 
from undermining the stability of this Government, which has been 
friendly to the United States and an effective member of the United 
Nations and of the free world. 


rERMINATION OF PROGRAM 


Mr. Davis. When do we ever come to an end? Under the broad 
objectives which you have listed on page 102, we never are going to 
quit and obviously we cannot continue this forever. 

Mr. Hayes. This is the same question of duration of the program 
which was raised earlier. Of course, this is a question for the Congress 
to decide. We do not have a specific objective within the immediate 
future which we think would be adequate for maintaining the economic 
productivity, the social stability and the political effectiveness of the 
Philippines. We do expect that a program of this sort with perhaps 
different size and different composition so far as commodities and 
personnel are concerned is needed for a number of years to come. 

Mr. Outy. I think you should note that the Philippine program 
has been decreasing from a high of $32 million in 1952, which was 
designed to deal with the serious problems of postwar dislocation 
which existed, to $18 million in 1953 and was revised to $17 million in 
1954. 

To go back about 3 years in the Philippines to the conditions which 
existed there at that time when the Huks were rampant and controlled 
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large portions of a number of the islands, and the time when we started 
developing the regimental or battalion combat teams, we have since 
then brought the military situation very well under control; but the 
resurgence of the Huk cannot be stopped unless some of the funda- 
mental problems which gave rise to the Huk movement are solved. 
The Buk movement obviously was inspired from outside the Philip- 
pines, but it fed upon the conditions which existed within the Philip- 
pines. This program he as gone a long way toward dealing with those 
conditions and our objective will continue to be the same in the 
Philippines. I would suspect that it would call for decreasing amounts 
of assistance as we develop momentum and particularly as we get a 
greater amount of priv’ ate investment moving into the Philippines, 
which is certainly a distinct pessibility 

Mr. Davis. You cannot take too much credit for reducing it this 
year because just a few minutes ago we were told you wanted to have 
a $30 million program and could not find the proper projects to do it 
This $30 million is almost what you spent in 1952. 

Mr. Hays. The $30 million was the figure which we had antic ipated 
could be spent, but we found as economic managers of a program that 
money could not be spent. 

Mr. Outy. This represents to an extent a phasing out over a longer 
period ef time, which results from the fact that the program originally 
anticipated was one that was beyond, you might say, the adminis- 
trative and the technical capability of the Philippine Government to 
carry out at thistime. Rather than pyramid it in 1953 and 1954, it is 
being phased over a period of years in a way which is consistent with 
the capability of the Philippines themselves to work with us and make 
this aid effective. 

Mr. Davis. We have been hearing all this week about phasing this 
out and yet we find so many cases where the request has increased. 
You told us you wanted to increase this, but you could not find 
sufficient programs to carry out. 

Mr. Outy. We said that in 1953 we would have operated a sub- 
stantially larger program during that year if it had been possible 
within the administrative framework of the Philippine Government 
to do so. 

Mr. Davis. Did I not understand you to say you originally planned 
to have a $30 million program for this year? 

Mr. Hayes. No, sir; that was for 1953. 

Mr. Davis. I see. 

Mr. Hayes. I may have said “this year,”’ but fiscal year 1953 is so 
recently passed I probably said “this year 
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Mr. Gary. What recommendations of the Bell report have now been 
adopted? 

Mr. Hayes. I wonder if I might ask Mr. Clay, who was closely 
associated with the program at that time, to summarize the results of 
those recommendations? 

Mr. Gary. Surely. 

Mr. Cray. You mean which of the recommendations that they 
made have been carried forward? 








361 


Mr. Gary. Yes. What has been done toward carrying out the 
recommendations which were made in that report? 

Mr. Cray. The basic recommendations of the Bell report were, of 
course, a drastic tax program for the Philippines; a great deal of land 
reform and an increase of agricultural production and a great deal of 
improvement of conditions so far as the tenants were concerned in the 
Philippines. 

On the tax side, as you know, as the result of the condition of aid 
to this program, taxes have increased over 100 percent during the 
duration oi this program. On the agricultural side there have been 
great advances so far as securing for the tenants a better place in the 
economy and the share of the landlord has been cut down and the 
tenants have been given greater security on the land. In other words, 
they cannot be kicked out without some real justification. There was 
also a recommendation for dividing up big landed estates owned by 
absentee landlords and that has gone somewhat slower. 

Mr. Gary. When I was in the Philippines a year ago there was a 
suggestion in one of the newspapers that the way to put that program 
into effect was for the United States to buy the land from the big 
land owners and then distribute it among the smaller tenants. 

Mr. Cuay. There has never been any plan on our part to do that. 
There has been a great strengthening of the agricultural extension 
service. Instead of dividing up the estates, our main emphasis has 
been on opening up new lands, as recommended in the Bell report, 
espec ially on the southern island of Mindanao and a good slice of the 
program here is for the purpose of opening up access roads and trying 
to improve the administration of the land down there so the people 
will have clear title to the land. The people have been very reluctaat 
to go to Mindanao because when they go down there and set themselves 
up and farm the land for about 2 yeers and then find that someone 
else owns the land. So, clearing up land titles has been important. 
Mindanao has been heavily affected by malaria and, as recommended 
by the Bell report, we have assisted the Philippine Government in a 
major malaria-control project on the island of Mindanao. In some 
parts of the Bell report, we have gone somewhat slower and I think 
with justification. The report recommended that they should move 
quite rapidly toward industrialization, within the scope of the resources 
of the Philippines, with the idea that the land was so short that it was 
the only way they could give the people an alternative means of em- 
ployment and thereby they could protect themselves more from ex- 
ploitation. We have gone slow on the industrialization side because 
we have not seen the building up of interest by the Philippine business- 
men to invest their own capital. 

We have done a little exploratory work on resources, but nothing 
else more than surveys. But, on the agricultural side, we have moved 
right squarely along with the Bell recommendations and on the 
transportation side too. Now, Mr. Bell recommended a program of 
considerably more magnitude than is either being carried out or 
contemplated. He recommended $250 million over a period of 5 
years in loans and grants and a program of that magnitude has not 
been proposed or attempted to be carried out. It was hoped that there 
would be a larger increase in all loans made available by Mr. Bell 
than have materialized, but they simply have not gotten up good 
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enough projects, with a few exceptions, to justify that great a magni- 
tude of loans. There are two projects which have been approved by 
the Export-Import Bank along the line envisioned by the Bell mission, 
but it has not reached the magnitude he visualized. 

Mr. Gary. Off the record. 

(Discussion off the record. 

Mr. Gary. I think it is to the credit of the Philippines that they 
are furnishing troops for Korea. I understand the Philippine troops 
in Korea have acquainted themselves well. 

Mr. ANDERSEN. Mr. Hayes, will you now discuss Thailand? 


UNEXPENDED BALANCE 


Mr. Ouny. Could I ask Mr. Hayes first to place in the record the 
figure on unexpended balances for the Philippines, because I think 
that is a figure you should know. 

Mr. ANDERSEN. Yes. 

Mr. Hayes. May I give you five figures which will be comparable 
to those you have had from the TCA? 

At the beginning of the fiscal vear 1953 the unliquidated obliga- 
tion, the so-called pipeline, was $35 million. 

Mr. AnperseN. You are still referring to the Philippines, Mr. 
Hayes? 

Mr. Hayes. Yes, sir. 

The new obligational authority which this book shows as $20 mil- 
lion was actually $18 million. Added together, that makes $53 mil- 
lion available for expenditure during fiscal year 1953. Of that our 
estimate is that $25 million would be expended during the year, and 


we had very accurate figures through April. We do not have the 
last month or so. That estimate will be very close. $25 million ex- 
pended during fiscal year 1953 means that the estimated unliquidated 
obligation at the end of the fiscal year would be $28 million, 

Mr. Gary. Off the record. 

(Discussion off the record.) 


THAILAND 


Mr. Hayes. Mr. Chairman, I think we should point out at the be- 
ginning that Thailand has been a very firm and outspoken friend of 
the United States and of the free world, and this is particularly sig- 
nificant when you look at the very vulnerable and key position which 
Thailand has in the peninsula between Burma and Indochina. It is 
a major part of the rice bow! of Asia, the production of which, along 
with the production of Burma, goes to feed Japan and Indonesia and 
other rice deficit countries in the area. It is strategically important 
and economically very important, and yet politically, instead of stay- 
ing on the fence, it has been outspoken in supporting us. It has sent 
troops to Korea, as you know. It has made an economic contribution 
as well as sending troops to Korea. 

We had prepared—and you have on pages III-104 and III—105— 
a program of $5 million for fiscal year 1954. This compares with a 
program of $7.1 million in fiscal year 1952 and of $6.3 million in fiscal 
year 1953. 

As Mr. Ohly has pointed out, right at the end of the fiscal year and 
after all of these pages were finalized, we received the details of an 
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urgent emergency ee for northeastern Thailand, the area which 
is directly threatened by the trouble in Laos; and if there is some 
rouble 1:1 Cambodia it is close to Cambodia as well. The Laos drive 
of the Viet Minh came right at northeest Thailand, which is a dis 
tressed area generally. Unlike southern Thailand, which is a lush 
country and very productive, northeast Thailand is relatively dry, 
very poor, and has a substantial number of refugees settled there, who 
have come across from Indochina. They came across at the time the 
revolution started in Indochina, and they wanted to get away from the 
battle and particularly from the French control. They are gerers ally 
pro-Viet Minh or neutral, these refugees in northeast Th hailand. 

Because of the threat to this area and because its poverty was one 
of the reasons making it a vulnerable area, the Thai Government with 
the cooperation of our mission has developed an emergency program of 
$2 million which is mainly in the building of roads and bridges and in 
what we call tank irrigation, building water tanks which hold water 
from the rainy season into the dry season. We have done a certain 
amount of tank irrigation on an experimental basis so far, and have 
found that it is very effective and well suited to Thai agricultural 
methods and attitudes of work. 

Therefore, the proposal is to greatly expand this tank irrigation 
work, to bring in some health and sanitation activities, to improve 
conditions in the villages in that area and particularly to provide 
Bailey bridges and road-building equipment and personnel in road 
building and road maintenance to improve the transportation facilities 
in that area. That $2 million program is in addition to the $5 million 
program presented here on page III-105. 

As Mr. Ohly pointed out, it does not come before you as a request 
for new obligational authority in fiscal year 1954 but as a request for 
authority to utilize a carryover of $2 million which we had expected 
to use in the Philippines in fiscal year 1953. 

The ordinary program, the $5 million program, which we had pre- 
pared before and which is a long-run type of program, is primarily 
concerned with agriculture, with health and sanitation, with some 
development of natural resources, particularly a bituminous coal which 
they call lignite, and a certain amount for education. These involve 
a very substantial number of technicians and a relatively small amount 
of supplies. 

If you glance at the column on page III—104 for fiscal year 1954 you 
will note that supplies and equipment run to $3.2 million or 64 percent 
of the program; while technicians and trainees in the United States 
make up the other 36 percent of the program. 


NUMBER OF PERSONNEL 


Mr. Taser. How many people are on duty at the present time? 

Mr. Hayes. I have the figure here, Mr. Chairman. 

Mr. Cray. That is 55 at the present in sir. 

Mr. Taser. How many are you asking for next year? 

Mr. Hayws. For next year 

Mr. Taser. Eighty-three. Why do you need more? 

Mr. Hayns. May I point out, Mr. Chairman, those are net all to 
be there at the end of the year. A number of those people are people 
who will be there for shorter periods; 3.6.o0or9months. We expected 
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at the end of the year there would be 72 contract and noncontract 
personnel compared to 55 presently on duty. 

Mr. Taner. Why do you need more? 

Mr. Cray. Sir, I think we should add that this is a low number 
on the basis of the number of employment during the year, because 
there have been a great number of people who have completed their 
term of employment, particularly in public health and agriculture. 
During the course of the year there has been a total of 80, rather 
than the number there now. In other words, there is a reduction 
from the average man-years of fiscal year 1953 to fiscal year 1954. 
This happens to be just a low point on replacement of technicians 
who have completed their term of work and have gone home. 

Mr. Taser. You know, when you have a declining activity you 
kind of expect the number of personnel to go down. Are they paid out 
of this appropriation? 

Mr. Hayes. Yes, sir. 

Mr. Taper. Or are they paid out of the administrative expense? 

Mr. Hayes. No. 

Mr. Taser. Are they any other questions? 

Mr. Hayes. Mr. Chairman, we have read into the record—-because 
we had not prepared, as TCA had, mimeographed statements of the 
pipeline-—-the figures on the pipeline in Thailand. Those are: on 
page 59 of the green book you have in front of you. 

Mr. Taser. Yes. 

You have unliquidated obligations of $9.2 million? 

Mr. Hayes. Yes, sir. 

Mr. ‘laser. Which is more than seems to be required for next 
year, or was required for either of the others, indicating you will 
have enough for about 3 years if you get the $5 million. 

Mr. Hayes. This is money which is all obligated for equipment. 
Much of the equipment is under construction or is being shipped, sir. 
We do not have the system of obligation which TCA has, where you 
make an agreement with the other government. We have the familiar 
method of obligation on a procurement obligation, either through a 
Government agency or commercial operators, for them to procure it. 

Mr. Taser. You do not show whether the funds were all obligated 
or not in 1953. 

Mr. Hayes. They were all obligated. 

Mr. Taser. They were. 

Mr. Hayszs. Yes. 

Mr. Taser. Were any of them transferred out? 

Mr. Hayes. None of them were transferred out from Thailand. 
As Mr. Ohly pointed out, while you were out of the room, Mr. Chair- 
man, there was $2 million for the Philippines which was shown in 
here as having been obligated, which we transferred to potential use 
in Thailand, so the Philippine figure is reduced. All the Thai money 
was obligated by June 30. 

Mr. Taser. You have one other item of $1 million for dependent 
overseas territories, Asia, and the Pacific; page 79, title II. 

Mr. Hayes. I believe Dr. FitzGerald will speak to this point. 

(Discussion off the record.) 

Mr. Taser. We will adjourn until tomorrow morning at 10:30. 





Fripay, Juty 10, 1953. 


Economic A1ip PrRoGRAM IN BuRMA 


WITNESSES 


HENRY B. DAY, ACTING DIRECTOR, OFFICE OF SOUTHEAST 
ASIAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Taser. We have with us Mr. Henry Day from the State 
Department. He will tell us about the Burma operation in the 
mutual security program. Proceed, Mr. Day. 

Mr. Day. The termination of the economic aid program in Burma 
arose out of the very severe political crisis that occurred last February. 

Mr. Taser. You mean February of this year? 

Mr. Day. February 1953; yes. There was in our mind no connec- 
tion between the aid program and the causes of this political crisis. 
The depredations of Chinese irregular troops in Burma produced an 
internal crisis in which the government was under very heavy fire from 
some of its own people; and in the public mind in Burma and in the 
press, the United States came in for a share of the attack because of 
the popular belief that indirectly the United States was supporting 
the troops. 

The Burmese Government felt it had to take this action or the aid 
to meet the popular pressure. The decision was made by the Burmese 
Government, by a Cabinet decision. 

Mr. Taser. Do you know anything about the history of the pre- 
ceding 6 months? 

Mr. Day. Yes. 

Mr. Taner. Do you know the history so you can tell us? 

Mr. Day. Yes. 

I was not there during the 6 months. I was, however, in Wash- 
ington working on the problem. 

Mr. Taser. I mean the 6 months preceding February. 

Mr. Day. I was not in Burma. I am familiar with the history. 

Mr. Taner. Do you know what happened? 

Mr. Day. Yes. 

Mr. Taper. Can you tell us the history of the mutual security 
operations there? 

Mr. Anprews. I think what Mr. Day was addressing himself to 
was the question that Mr. Cannon raised yesterday about the political 
side. 

Mr. Taner. As to why they got out. That is all right, then. I 
have no questions on that. 

(Discussion off the record.) 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 

Mr. Gary. Were these Nationalist troops? 

Mr. Day. Nationalist troops that had come over from China. 
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Mr. Taner. When the Communists took over in China they moved 
into Burma. 

Mr. Outy. The people in the executive branch most familiar with 
the actual decisions on the Mutual Security Agency side are D1 
FitzGerald, Mr. Hayes, and Mr. Clay, if you want to ask them 
questions 

Mr. Taper. I will not waste a lot of time on it because I want to get 
this cleared up. I have no further questions from Mr. Day. 

Mr. Day. Might I submit for the record the note which the Burmese 
Gov rnment submitted to us, expressing appreciation for the material 
ices received under the economic cooperation agreement? 
ABER. You may. 

(The note referred to is as follows:) 
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Copy or BurRMESE GOVERNMENT NOTE oF Marcu 17, 1953 
TEXT 


My Drar Mr. AMBASSADOR: I am to request under article V of the Economic 
Cooperation Agreement between our two Governments that the Government of 


the United States of America will accept notice that we do not desire the aid 


program to continue beyond June 30, 1953. 

The Government of the Union of Burma, however, wish to put on record their 
appreciation and gratitude for the materials and services received under the 
Eeonomic Cooperation Agreement which are of great help to them in implementing 
their rehabilitation programs. Believe me, ete 

(Signed Sao Hy UN Hx1o, 
Foreiqn Minister 


Fripay Junty 10, 1953. 


DEPENDENT OveEerRSEAS TERRITORIES 


Mr. Taser. We will next take up “Dependent overseas territories.” 
What page is that? 

Mr. Outy. The first page we look at is page III 106. The proposed 
fund for dependent overseas territories appears in two places in this 
submission, first at the point I have just mentioned, where appropria- 
tions are requested for $1 million for dependent overseas territoreis in 
Asia and Pacific, and secondly, where appropriations are requested for 
$24 million for the dependent overseas territories in the Near East and 
Africa. I would suggest that Dr. FitzGerald proceed on that. 


ASIA AND THE PACIFIC 
Mr. Taser. Tell us what the $1 million is for. 
MALAYA 


Dr. FirzGeraup. This is a small sum that we would like to have 
made available for the purposes, primarily, of contributing to economic 
and political stability in Malaya, which, as you know, is a British 
overseas territory, but which is keyed to the whole of Southeast Asia. 
The British are carrying heavy burdens all over the world. They are 
controlling a heavy guerrilla warfare in Malaya territory that has been 
relatively more successful than inother parts of Southeast Asia. There 
is need now, if the British are able to dispose of the Communists and 
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guerrillas, to provide more economic opportunities for natives, par- 
ticularly the native Malayans. 

This request for funds contemplates making available a relatively 
limited amount of dollar assistance to purchase imports from the dollar 
area for two proposed projects, one a small dam to provide water, 
primarily drinking water, for the capital of the Malay States, and one 
to provide road building equipment to help improve the road system 
in Malaya, both for economic purposes and to control guerrilla activi- 
ties. We also would like to use part of this sum for technical assistance 

Malaya. 

Mr. ANperRSEN. Are these funds to commence two new projec ts? 

Dr. FirzGreratp. These are existing projects the British have 
started. 

Mr. ANDERSEN. I mean new so far as any funds we have put up 
are concerned. 

Dr. FirzGrratp. We have contributed a small amount of technical 
assistance in connection with the dam, for plans and spe cifications 

Mr. Anpersen. This $1 million would simply be helping the 
United Kingdom to the extent of $1 million? 

Dr. FirzGrraup. Technically it would be, and it would give an 
indication of our continued interest in that Southeast country 

Mr. AnprrseEN. Is not the United Kingdom as well able to take 

‘are of this as we are, everything else being considered? 

Dr. FrrzGeravp. | think the answer to that is that if we had felt 
the British were, we would not have made this recommendation. 
This does not contemplate taking over any major share of the con- 
tribution which the British are making to these overseas territories, 
but giving them a helping hand in what is considered by most of u 
to be a pretty difficult situation the British are facing. It is not a 
matter that either of these noieut would not be continued if we 
did not give them some assistance. The probability is they would be 
The rate of progress would be slower, and our interests, I think, 
would not be as well served. 

Mr. ANDERSEN. Any questions? 

Mr. Davis. I do not see how we can sit on other committees and 
deny dams to the United States because we feel we cannot do it at 
this time, and give money for dams halfway around the world. 

Dr. FirzGeravp. I think it depends on where we feel our interests 
lie in this country. I realize the problem you gentlemen face, and the 
interest we all have in the developmen, of our own economic resources, 
and the importance of dams to the development of our own economic 
resources. It is a question of whether a dam in the United States is 
of more importance to our general interest, security interest, than a 
contribution to a dam in Malaya. It is a tough one to decide. 

Mr. ANDERSEN. You admit these projects would be completed 
eventually without our assistance, although they might be slowed up. 
To me it distinctly looks like an enlargement of our aid to the United 
Kingdom. I cannot reconcile that with the problems that I face in 
my own immediate district, where we have in one partic oon instance, 
70,000 acres of good farmland flooded almost every year. The local 
communities involved do not have the necessary funds to open up the 
normal drainage outlet and we must depend oa the Federal Govern- 
ment to step in 1 and he Ip. All through America there are many similar 
worthy projects. 


so U28S—53 
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A little help would mean so much to the people in that area; in 
fact, it will determine whether they can make a living on that normally 
good farmland. In view of the urgent needs in our own country, I 
doubt seriously that funds for similar projects belong in this bill. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Onxy. I would like to have this on the record because it is 
rather fundamental, not only as it relates to this particular project 
in Malaya but to some other projects we have discussed; but let us 
restrict ourselves to Malaya. 


IMPORTANCE OF PROGRAM 


I think I recognize the competing demands of the tremendous 
amount of projects in this country, and that it is not possible to finance 
many of the worthwhile things that have been proposed, and that it 
has been necessary for this committee to cut them out. 

One of the jobs of this committee, as I understand it, is to balance 
these competing demands. The question that is really presented, 
and to which I would like to address myself, is the importance of this 
as a competing demand, because what we are looking for is to support 
these projects which, not in terms of particular individuals but in terms 
of the people of the United States, are most important to contribute 
our funds to. 

Malaya is an important area. It is important to the security of 
the United States. It produces tin, iron ore, and rubber in large 
quantities. It controls the straits, which represent principal com- 
munications from the Indian Ocean and the China Sea. It is con- 
sidered by the Joint Chiefs of Staff to be of tremendous importance. 
If I may go off the record a second. 

(Discussion off the record.) 

Mr. Onty. As you know, a condition of serious emergency exists 
in that country, a condition which the British have been reasonably 
successful in improving, but the guerrilla warfare is still extremely 
active, and the ability to overcome the effects of this guerrilla move- 
ment depends not only on military measures but measures to win over 
the support of the population. 

It seems to me the question really is, looking at this proposed aid 
to Malaya, not whether or not the securing of Malaya for the free 
world is more important than the particular projects in the United 
States, but whether or not the specific type of aid which we are 
proposing really will make a material contribution, a real difference, 
in our efforts to keep Malaya on our side. 

I am not in a position to speak to the details of many of these things; 
but, in the judgment of those who have studied the problem i in Malaya, 
it is important to go ahead with these particular projects, and for a 
number of reasons, some of which have been mentioned, but one of 
which has not been mentioned: Malaya, like many of the other 
dependent overseas territories, is rapidly approaching the time when 
it is going to become an independent nation. Anything we can do to 
assure that these territories, when they take over, will be in a position 
to remain free and to develop is very much in the interest of the 
United States; and I believe we have been remiss in the past in not 
working toward somewhat closer relationships with some of these 
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dependent overseas territories. In other words, instead of meeting 
the fact after independence is acquired, we should look forward to the 
time when these nations will become independent. 

I just wanted to put that on the record, because I believe a 
program for dependent overseas territories is important, and I believe 
efforts to deal with the problem of Malaya is of tremendous impor- 
tance to the security of the United States. 

Mr. Forp. On that theory, should we not take similar action where 
the French have dependent overseas areas and territories, particu- 
larly in north Africa? 

Mr. Ounty. That is part of this program, which Dr. Fitzgerald will 
come to in a few moments. 

Mr. Forp. Mr. Chairman, I notice in this program you have 
$200,000 for technical-assistance projects for Malava and other 
territories in the Pacific area. Does that contemplate the sending 
of technical advisers to this area? 

Dr. FirzGreraup. It does, sir. 

Mr. Forp. Will they be American or British? 

Dr. FirzGreraup. They will be American. 


UNITED STATES SHARE OF COST OF PROGRAM 


Mr. Forp. And what percentage of the cost of these several pro- 
jects will be borne by American expenditures? 

Dr. FirzGeraup. I would have to put the accurate data in the 
record; but, in the case of the dam, probably in the neighborhood 
of 10 percent. In the case of the road development, we will have to 
put that in the record, but probably not much more than 5 percent. 

Mr. Foro. It would be helpful to put the total cost and what our 
contribution would be to each of these specific projects. 

Dr. FrrzGerautp. We will be glad to do that. 

(The information is as follows:) 


ADDITIONAL INFORMATION ON MALAYAN PROGRAM 


(a) Klang Gates Dam: 

“stimated cost in United States dollars, $4,000,000. 

‘stimated request for United States assistance fiscal year 1954, $400,000. (10%) 
(b) Malayan road development projects: 

‘stimated total cost in United States dollars, $7,170,000. 

“stimated request for United States assistance fiscal year 1954, $400,000. (5.6%) 
Mr. Taper. Are these unilateral, bilateral, or multilateral projects? 
Dr. FirzGreravp. Bilateral, to be worked out with the British, and 

they have been discussed with them. 

Mr. Taner. Does the United Nations participate in this? 

Dr. FrrzGrravp. In these projects? No. 

Mr. ANDERSEN. What is the bulk of the $200,000 for? 

Mr. Moran. Primarily agriculture and public health. The tech- 
nical assistance is not solely for Malaya. It includes other states. 

Mr. AnpersEN. I think if you have the right kind of men on the 
technical assistance activities the people will know the United States is 
attempting to help them. But if we put $800,000 in a construction 
project, the people will not know that we have done anything to help. 
I am utterly opposed to the $800,000. 
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Mr. Paretman. The express purpose of these Communist forces 
and they are engaged in a hot guerrilla war—is to drive the British out 
There are roughly about 4,000 to 6,000 of these Communist guerrillas, 
supported by a much larger underground which is partially armed. By 
and large they are Chinese. Their express purpose is to drive the British 
out and to establish a Communist state in Malaya. The British have 
thrown large resources into that “war” and they have at long last 
begun to see daylight in their efforts to suppress these Communist 
forces. One of the useful tools in the British accomplishing their 
purpose has been General Templer’s going in there not only with the 
military force necessary, but accompanying it with an enlightened 
attitude toward giving these people the first step and succeeding ste ‘ps 
to what they might look toward as independence. Approximately 
2.9 million of these people are Malays, about 3.0 million are 
Chinese, and about one-half million are Indians. You can see 
where it might be extremely useful to convince the people of that area 
that their best interests lie with the British for the time being and 
with the forces of the free world; it is as serious a situation as almost 
any place in continental Asia outside of Korea and Indochina. 


CONTRIBUTIONS OF COMMONWEALTH COUNTRIES 


Mr. Forp. Are any of the other members of the United Kingdom, 
such as Canada and Australia, making any contribution? 

Mr. Paretman. They do have the Commonwealth Colombo plan 
for south Asia and southeast Asia. That is one way they are con- 
tributing to the economic and technical development of that area. 

Mr. Forp. Is the plan in operation? 

Mr. Paretman. Yes. That plan as such is in operation. 

Mr. Forp. Is Canada making any contribution comparable to this 
to this area? 

Mr. Paretman. In terms of dollars? 

Mr. Forp. Dollars, technicians, or any other way? 

Mr. Pare_man. I have no details except insofar as they may be 
contributing through the Colombo plan. I can supply that for the 
record. 

Mr. Forp. If any, how much contribution in dollars are they or 
other component parts of the Commonwealth supplying? 

Dr. FirzGeravp. You are talking of the area as a whole? 

Mr. Forp. By area, and broken down dependent area by dependent 
area. 

Dr. FrrzGeravp. I do not know to what extent we can get it 
broken down, but we can get the gross contribution to the area. 
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Contributions to Colombo plan 


I 


In millions lollar 


1 King 


dom sterling releases over a 6-vear per 
leveloy 


yment related to the Colombo plan 


y lon 


Malaya’s direct participation in the Colombo plan has been limited to a tr 


Although New Zealand originally allocated £500,000 for India, it is withh 
he 1952 contribution has not been touched 
Not announced 


UNITED KINGDOM BCONOMIE CONTRIBUTION TO THE FEDERATION OF MALAYA, 
SINGAPORE, NORTH BORNEO, AND SARAWAK 


The United Kingdom Government has made contributions and commitment 
in the Federation of Malaya, Singapore, North Borneo, and Sarawak for rehabili 
tation and development since mid-1951 which already amount to 60 million 
pounds. For war damage schemes the United Kingdom is making free grants 
amounting to 21 million pounds and stands ready, if necessary, to make interest 
free loans up to 19.25 million pounds for the same purpose. Assistance directly 
related to development has been given to the four territories under the colonial 
development and welfare plan; this assistance amounts to some 5.5 million pounds 
together with 4.75 million pounds provisionally carmarked; also the colonial 
development corporation has authorized the investment of over 8.25 million 
pounds in the area since 1948 

The United Kingdom’s outlays and commitments in the four territories during 
the postwar period exceed 90 million pounds, of which rehabilitation and develop- 
ment account for some 66 million pounds, 


Mr. Gary. If the Communists should take over Malaya, is it 
possible that might become the bole in the dike? 

Mr. ParetmMan, That dike extends through this entire area, and 
any such strategic point as Malaya would be a very large hole in the 
dike. The dike itself might go 

Discussion off the record.) 

Mr. Rooney. If you can believe the newspaper account, General 
‘Templer went in there and changed the whole situation overnight. 
Strange as it may seem, I am inclined to agree with the gentleman 
from Minnesota in regard to this item. 

Mr. Taner. Any other questions? 





NEAR EAST AND AFRICA 


We will go to page ITI-78. 

Dr. FirzGrraup. This is a request for consideration by the com 
mittee for an obligational authority of $24 million for the dependent 
overseas territories in the Near East and Africa. 

Mr. Taner. What kind of a program is this? I am a little mtrigued 
by these bilateral, unilateral, multilateral, and various other designa 
tions for these programs. I would like to have you tell us as you come 
to each one of these what type of project it is. 

Mr. Outy. I think we should also point out for the committee that 
the funds for use in the dependent overseas territories have in prior 
years simply been blanketed in as part of the economic aid request 
for Europe. We felt this year that it was preferable to take those 
out and show them specifically as a separate amount for a very spe- 
cific purpose, rather than to lump them in with the funds for Europe. 
That is the reason why dependent overseas territories are set out in 
this way. The funds shown obligated in 1952 and 1953 are funds 
which were appropriated for title I European defense support and 
economic aid. 

Mr. ANpErRSEN. Off the record. 

(Discussion off the record.) 


STATUS OF PRIOR YEAR FUNDS 


Mr. Taser. In previous years you had $37 million and $44 million 
What is the status of those funds? 

Dr. FrrzGerautp. These funds were obligated in fiscal 1952 and 
1953, respectively, for commodities which in some instances went to 
the United Kingdom and in some instances to the overseas territories 

Mr. Taser. | am trying to get the picture of these items on page 
II-56. If those went to the United Kingdom, I would be surprised; 
but mavbe they did. 

Dr. FirzGrratp. I stand corrected, Mr. Chairman. I am told in 
the case of 1952 and 1953 these represented obligations for commodi- 
ties that went directly to the overseas territories of France. 

Mr. Taser. You mean all on page 56 for 1952 and 1953 was for 
France? 

Dr. FrrzGeraup. That is right; yes, sir. 

Mr. Taper. You said that the $82 million was obligated, did you? 

Dr. FirzGerawp. Yes, sir. 

Mr. Taser. Actually obligated? 

Dr. FrrzGeraup. Yes, sir. 

Mr. Taser. And out of the practically $82 million, how much has 
been expended? 

Dr. FirzGpravp. I will have to put that in the record, Mr. Chair- 
man. 

Mr. Taser. I would like to know what it was obligated for and 
how much of it was obligated up through the 30th of June; and I 
would like to know the sort of thing it was used for. 

(The information is as follows:) 
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PROGRAM FOR 1954 


Mr. Taser. Now, I would like to have you tell us what you are 
planning to do with the $24 million. 

Dr. Firzcerautp. That is illustrated on page III 78. 

The $24 million would be used for 2 kinds of activities. First, 
technical assistance projects, which involve, as indicated earlier, for 
the overseas territories in Asia, American technicians going to the 
African or Near East territories for agreed technical surveys, technical 
teaching, extension, similar types of technical services, and in the 
bringing of technicians, or students, from these countries to the 
United States, the regular technical assistance service. 

Mr. ANDERSEN. I wanted to call to the attention of the committee 
that that which ‘you have just discussed is a very small portion of the 
overall request. 

Dr. FirzGeraup. I was going on, Mr. Andersen, to say that the 
estimate for this service was just under $2 million out of the total. 

Mr. ANDERSEN. That is correct. 

Mr. Taser. Is there any breakdown anywhere in any of these books 
that tells what this $24 million is for and what the $52 million has 
been used for? I would like to have some idea of what we are talking 
about. 

Dr. Firzgerautp. They are summarized on the boitom of the same 
page as a selected list of projects which, as you see, total substantially 
more than the funds we have asked for. 

Mr. Taser. Well, they do not jibe with the request. I do not 
understand it at all. It is just a bunch of figures. When they do 
not jibe, it is almost impossible to follow it. 

Dr. Firzcgeratp. Might I try a word of explanation? 

Mr. Taser. Surely. 

Dr. Frrzarraup. I have here before me a description of each one 
of the projects that are summarized here totaling the $36 million. I 
have set forth in this document the exact status of the consideration 
of those projects. 

Mr. Taser. United Kingdom OT—what is the ““OT’’? 

Dr. FrrzGeraup. Overseas territories. 

Mr. Taser. And this involves a hydroelectric and irrigation scheme 
in Tanganyika. That is a setup down in central Africa, is it not? 

Dr. FirzGreratp. That is east Africa, on the east coast of Africa. 

Mr. Taser. And you are figuring on the development of sisal; is 
that correct? 

Dr. FirzGrravp. Primarily agricultural production, and agricul- 
tural production primarily for native consumption, with Tanganyika 
being an important source of gold and diamonds as well as a producer 
of sisal. In fact, I think Tanganyika is now the world’s largest 
producer of sisal fiber. 


NECESSITY FOR UNITED STATES ASSISTANCE 


Mr. Taper. Why would not an outfit that was able to produce on a 
considerable scale not help in that kind of thing? Why would it be 
necessary for us to get into this? 

Dr. FirzGreratp. May I ask Mr. Moran to comment briefly on that? 

Mr. Moran. I will try to explain what the reasoning is. 
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The native populations of these areas are particularly backward 
The largest part of these projects is on a few small European planta- 
tions. The continued production of materials in which we are 
interested in that area is going to depend on maintaining political 
stability, and that is going to depend on a better standard of living for 
the natives in the area. 

Very little has been done in that direction. The total cost of the 
development required to do the job that is necessary is extremely large 
in the light of the actual income from existing projects. The United 
Kingdom Government has been making a substantial annual contri- 
bution, mostly on a grant basis, to this and other territories to do this 
Where it has not been done fast enough, you have had as a result the 
kind of difficulties now going on in Kenya, where the native population 
had risen and they are faced with a substantial bill for military action, 
which interferes with the basic project to provide a better standard 
of living for the people. 

They just are not able to pick themselves up by their bootstraps, 
and in this age they need some help. 

Dr. FirzGrraup. Might I add, because I have not specifically 
answered your question yet, that this list of projects in this book 
adding up to $36,275,000 is an illustration of the whole list in the 
table. Some of those we feel it will be possible to get financed from 
other dollar sources, specifically the IBRD 

Mr. Taser. What is that? 

Dr. FirzGrrautp. The International Bank for Reconstruction and 
Development—possibly the Export-Import Bank, and in any in- 
stance in which it is feasible and possible for the necessary capital to 
come from other than this program, we insist and assure you that 
that is the case. 

Some of these projects will, we believe, be able to be financed in 
that way; others will not mature rapidly enough to need funds this 
fiscal year, and we have projected a requirement of $24 million of 
funds necessary for obligation this year against a program which 
potentially adds to $36 million. ‘That explains the difference between 
the two sets of figures. 

(Discussion off the record.) 


IMPORTANCE OF PROGRAM 


Mr. FirzGeraup. While those projects and funds we are submitting 
for your consideration are directed to particular projects and what 
seem to us to be sound and desirable projects, you must remember 
that the African continent is one in which over the longer pull we are 
going to have a major and paramount interest. As you know, it is 
the source of a very large amount of critical and strategic materials 
and is also a source of diamonds, an important producer of uranium, 
cobalt, copper, and a great long list of commodities of which we are a 
large importer. 

In the past, over the centuries, the most of Africa has been colonial 
territory. A great deal of unrest has developed. You have noticed 
some of it, 1 am sure, in the papers. There does need to be effective 
plans and programs worked out for recognizing the legitimate and 
rightful interests of the natives in their welfare and in their well-being. 
We feel that some of the metropolitan powers are beginning to change 





their attitudes with respect to these overseas territories. I think 
that most of us feel that the changes are taking place more slowly 
than the facts of life require. 

The funds we propose for the overseas territories—Africa and the 
Near East—I consider to be relatively large. To me, $24 million is 
always a lot of money. But they do afford us an opportunity to 
influence the course of events in Africa in directions which are definitely 
and positively in the security interest of the United States. 

Mr. Taser. I wonder. Are you doing that, or are you doing just 
the opposite? That is the thing that bothers me. I am afraid you are 
doing just the opposite. 

Dr. FirzGeravtp. Of course, our judgment is that we are doing 
things which very affirmatively and effectively protect our security 
interests. Otherwise, of course, we would not come up here with this 
proposal, as | hope you will realize. It isa judgment, however, that is 
a personal one. 


QUESTION OF SECURING OTHER THAN FEDERAL SOURCES OF FUNDS 


Mr. Taner. Now, you have things in here that clearly ought to be 
done. This first item is hydroelectric and irrigation development for 
Tanganyika, which is a major producer of gold and diamonds and an 
important producer of mica and lead concentrates. That is in the 
United Kingdom. You have $4.2 million in there for that. But it 
does sound as if that was something that the people who want to go 
in there to operate these big setups would be able to get financial 
support for. 

Then you have another item, a road-improvement program in 
British African territory, where we contribute 50 percent of the cost. 
That is $8.4 million. 

Then you have development of water resources, British East Africa 
and Rhodesia. That is the place where Cecil Rhodes made a terrific 
fortune. And it would almost seem that the idea of spending $8.4 
million in there was a little bit out of line. There should be some other 
way to get into a place with as much mineral resources as that without 
the Government doing it. 

Then you have the French territories in Equatorial Africa—$4 
million for the development of river valleys and pasturelands. 

Then agricultural development throughout French North Africa. 
You have $10 million down for that. 

Then you have the Italian overseas territory in Somaliland, with 
$825,000 for a tuna fishing development. There is another agricultural 
item—water supply, agricultural machinery, and extension services in 
Somaliland, $450,000. 

Then you have Portuguese—— 

Dr. FirzGrrautp. Those have been dropped, and the Belgian one 
has been dropped. 

Mr. Taser. Then you have something in here for southern 
Rhodesia. 

Dr. FirzGreraup. Item C of this table has to do with the basic 
materials projects which will be discussed later on. 

Mr. Taser. That is coming later? 

Dr. FirzGerawp. Yes. 

Mr. Taper. Does not that relate to the same territory? 





Dr. FirzGrraup. Yes; it does. 

Mr. Taser. But it is in another item? 

Dr. FirzGreraup. That is right. 

(Discussion off the record.) 

Mr. Taser. Suppose we complete B before we take up C. 
Mr. AnpERSEN. I would like to ask 1 or 2 questions. 


REASONS FOR PROGRAM IN AFRICA 


As I have stated earlier this week, I can see the need for doing some- 
thing in key spots in the Near East, the Moslem areas, the Mediter- 
ranean areas, Iraq, Iran, and that particular area, because it is vital. 
But how can we justify going away down at least a thousand miles 
away from anywhere that an enemy could possibly get into? I am 
speaking about British East Africa. How can you possibly justify 
going down there and spending money at this time in a purely eco- 
nomic sense and also for nothing that I can see that directly affects 
our war effort. How can we justify at this time doing that? 

Mr. Oury. Let me take that question, because it presents a slightly 
different angle. 

First, as to the importance of Africa in relation to American security, 
looked at in the very broad sense, there are at least three ways in 
which it is of extremely great importance, partly over the short run 
and partly over the long run. 

First, the continent is a source of strategic materials on which we 
do have a very heavy dependence, and I think it is worth while for the 
record to show what our dependence on Africa for strategic mate- 
rials is; 100 percent of our amosite asbestos now comes from South 
Africa; 95 percent of the chrysotile asbestos comes from Southern 
Rhodesia; 100 percent of the crucible graphite comes from Madagascar. 

Mr. Taser. Those things are all in the $40 million below that one. 

Mr. AnpERSEN. They do not have anything to do with item B 
that I know of. 

Mr. Outy. I am speaking of the general overall importance of 
Africa. 

Mr. ANDERSEN. You may get so general that you will forget my 
specific question, 

Mr. Ounty. I will come back to your specific question. 

Mr. ANDERSEN. I| am talking specifically about these items before 
us—the development of water resources in British East Africa and 
Rhodesia. Just what does that $8.4 million have to do with our own 
national security? 

Mr. Ou ty. It relates back to the fundamental importance of ex- 
panding production on the African Continent, and of endeavoring to 
support those key projects which will help in that expansion and 
which could not go forward, or could go forward only much more 
slowly, without this support that is crucial to that expansion. I can- 
not give the particular reason for selecting this project as one of those 
crucial ones, but fundamentally every one of these projects rests on 
that type of proposition. And I would like Dr. Fitzgerald to take 
that particular project and show why it is. important ‘in that broad 
world concept. 

Mr. ANDERSEN. Now we become specific. Doctor, can you tell me 
why we should spend $8.4 million down in British East Africa on that 
particular item? 
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Dr. FrrzGeravp. I shall try. Let me clarify one point first of all 
This expenditure is not directly related to sisal that is grown in the 
area. 

Mr. Tarer. Then why does it say so? 

Dr. FirzGreravp. It does not intend to say so. If it does say so, 
the language is incorrect. 

Mr. ANpERSEN. I believe the preceding item had to do with sisal 
The item I am referring to is the second one. I am referring to the 
third item of $8.4 million—development of water resources, British 
East Africa and Rhodesia. 

Dr. FivzGreratp. The project you refer to, Mr. Andersen, covers 
Kenya and Tanganyika and Rhodesia. In Kenya, I think all of vou 
are aware of the native uprising that has now taken place in that area. 

Mr. AnperRsEN. I am glad you brought that up. Just because a 
few of these Mau Maus are rising against the Government, are we 
going to endeavor through the appropriation of money everywhere in 
the world to step in and help put down such uprisings? Is that part 
and parcel of our security? 

Dr. FirzGerap. I am sure it is trivial, as you suggest in your com- 
ments ov it. There is no firm evidence that the uprising is sponsored 
or supported by the Communists. We do know that one of the lead- 
ers convicted a few months ago was Moscow trained. The point | 
wish to make, however, is that mere distance from Moscow does not 
anywhere provide comple te isolation or proteetion from either attack 
from without or subversion from within. And the fact of the matter 
is in my very firm conviction that we cannot ignore the Mau Mau up- 
rising as a trivial incident which the British should put down by troops 
and by military effort. It reflects a basic unrest; it reflects a situa- 
tion in which the native population are poor, are underfed, have no 
land resources with which to work, are potentially the same kind of a 
disrupting and revolutionary influence that we do have in more active 
and acute form in other parts of the world, such as Indochina and 
Malaya. The pattern is the same and the concern which we should 
have in respect to those developments, in my very considered opinion, 
is also ~ same. If we let the fire smoulder there until it breaks out 
into a really dangerous flame, it will be much worse and much more 
expensive for us than the proposed program we have here now. This 
is designed to anticipate and prevent a fire rather than having to come 
along and put it out afterward. 

Mr. AnprersEN. Of course, this $8.4 million item is simply another 
method of giving the United Kingdem some economic aid. Sup- 
posedly the United Kingdom is not securing any economic aid from 
us, but through the back door of these various dependencies, of course, 
she is. And the same thing applies to France. You do have a re- 
quest here to aid them directly? 

But I repeat, if I could have this $8.4 million to spend in Minnesota, 
I would return to production about 150,000 acres of good farmland 
in the Seventh Congressional District alone, farmland which is now 
being flooded because the drainage outlets upon which those great 
tiling systems depend are silted up. And we find in 5 separate areas 
in my district, ranging from 15,000 acres up to 70,000 acres, that we 
cannot secure any Federal assistance to open up those ‘drainage 
outlets. Yet we, as members of the Appropriations Commitiee, 
are asked to O. K. an item of $8.4 million for aid in southern Africa 
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somewhere, just because of some unrest by certain native tribes which, 
the British should take care of themselves. 

I just cannot see this particular project from your justifications. 
We might as well be frank. 

Dr. FirzGuravp. | am sorry we are losing ground. 

Mr. ANDERSEN. You are on this particular thing. That is all. 

Mr. Taser. Do you have any good reason why we should do this? 
I would like to see 15 if you have any. I want to give you plenty 
of chance. 

Dr. FirzGrraxp. | can only repeat what I have already stated as 
what I consider to be very good reasons for the American taxpayer, 
through Congress, making funds available to use in Africa. 1 think 
that territory is a vital one to us. Mr. Ohly has mentioned some of 
the raw materials we get from it. But that, to me, is the least of our 
concern. You have to recognize the problem Mr. Andersen has in 
the silting up of some drainage ditches in his district and the difficulty 
that it creates for his farmers in those drainage districts, but I think 
that if the farmers in those drainage districts, unhappy as they are 
about the silting of their ditches, knew the seriousness of and the 
necessity for having Africa develop normally, in a way which kee ps 
it on our side, in a way which prevents internal subversion, which is 
a real concern in many parts of that territory, from becoming any 
worse they would feel it was a good investment of this modest amount 
of funds. 

You can only justify it, Mr. Taber, on the general security interest 
of the United States and on our real concern for Africa and its im- 
portance to us. 

Mr. Corron. Doctor, I just want to see if I can straighten out in 
my own mind one thing that is bothering me. 

It is my understanding that, as a general policy, the economic 
aid we give—and | mention that in contradistinction to anything 
that is military—is based on one of the following situations. (1) 
We give some economic aid, as I understand it, to certain countries 
where we have located bases and, by so doing, have perhaps made 
them a target, and we want to make up to them in part for that 
danger; (2), we give economic aid to countries where we need to 
promote good will and confidence in this country in order that we 
may continue to be ae customers in dealing with them for 
strategic materials; (3), we give economic aid mostly under the point 
4 program to olan where the living standard is so low that they 
either are or may be breeding places for world unrest and war 
and that may eventually cause us a great deal of trouble. 

Is that a correct summary of the three categories of economic aid? 

Dr. FirzGrravp. Yes. sir. 

Mr. Corrren. Now, I have two questions. First, tell me in which of 
those categories is this particular project we have been discussing 
for the last 5 minutes. 

Dr. FirzGeravp. It comes under all three but has major importance 
in the third. 

Mr. Corron. You mean we have airbases in those localities? 

Dr. FirzGeratp. We do in north Africa. 

Mr. Corton. I realize we do in north Africa. 

Dr. FirzGeravp. And they are just south of the Sahara and are 
very important alternate sources of communication. 
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Mr. Corron. You say it comes under all three. Here is my next 
question. Some of those places are British possessions? 
Dr. FirzGrratp. That is correct. 


ADVISABILITY OF GIVING AID TO POSSESSIONS OF OTHER COUNTRIES 


Mr. Corron. Now, how much good will and how much strength- 
ening of our position as a customer for strategic materials—in other 
words, how many practical results—do we get when we dish out 
economic aid to possessions and colonies of other countries, whether 
they be France, Great Britain, or others? It seems to me that, 
where vou have a struggling independent government and you are 
trying to build it up and the people are trying to build it up, that is 
one thing, but that you are not always building good will when you 
are handing out money to the possessions of other powers, where the 
people themselves may not be too happy about their local situation. 

Will vou speak a word about that? 

Dr. FrrzGeraup. You have raised a very good question, sir. 

First of all, it is quite clear from our experience today that, when 
we do make a contribution directly to a dependent territory, that is 
known locally and is understood locally and there is credit which 
comes to the United States from it. In the past where we have said 
to the British or French “‘We will make a little more economic aid for 
the European area, and you take on a little more of the burden in the 
overseas territories,’ that indirect contribution which the United 
States has made to the overseas territory has not been recognized o1 
known. 

No. 2. In addition to the fact of the knowledge of our assistance, 
we are very careful to select those kinds of activities which make a 
contribution and make the largest contribution to the improvement 
of and the betterment and well-being of the masses of the people. 
That is why I say these projects are ones you would put in the third 
category and have the largest impact there. 

(Discussion off the record.) 

Mr. Corron. What you say is very fine, but I am afraid my mind 
is either too shallow or too direct. You have not yet, in a few words, 
told me whether it is a paying proposition for us to put this money into 
colonial possessions of other world powers. That is what troubles me. 
I am not disparaging what you say, but you have not given to me 
anything that gives me any direct light on the question. 

Dr. FrrzGeravp. In my opinion, it is a paying proposition, 

May I ask Mr. Moran to give a specific illustration of the Gold 
Coast? 

Mr. Corron. Yes, briefly. 

Mr. Moran. The Gold Coast is one of those territories where the 
British are facing up to the fact that those people do want self- 
government, do want independence. They were granted a new 
constitution 2 years ago and have their own native government 
where they have their own prime minister but no ministry in the 
fields of finance and justice. They have now a modified constitution, 
and in the next 2 or 3 years they will probably give them those posts 
as well. They are moving jointly, but it is intended to make it a 
part of the Commonwealth of Great Britain. 
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The prime minister has indicated a real desire to have the United 
States aid. He wants projects backed by the United States, as many 
projects have been, particularly British projects. He wants help 
from the United States to move in this direction—to traia his people 

that they can take over their own government. I think that is 
practically a case where we could get real results quickly and certainly 

Nigeria presents a similar question. It is not as far along in self- 
government but almost as far along. Self-government there is quite 
difficult because of the clash between the Moslem people on the 
north and the true Christians on the south. 

Uganda is the third British territory where much can be done, 
where there is a movement toward local self-government, a real 
attempt on the part of the British to move those people into the 
Commonwealth. 

In reference to the people of the Rhodesias and Nyasaland, they 
are moving now into a federation and will probably move rapidly 
toward a Commonwealth status under Great Britain. 

Many territories are moving in the direction of self-government, 
but it does seem to me that the solving of those political problems 
een easier if the underlying economic problems, the appallingly 

bad living conditions of the local popula tions of those territories, can 
be improved. It makes it a lot easier to move toward a solution of 
the political problems. 

Mr. Corron. I do not think we can afford to take the taxpayers’ 
money and go in to aid Great Britain and France solve their colonial 
problems, Perhaps that is an ad absurdum of what you said. 

Mr. Moran. If I can direct it to the north African situation, | 
think you will find nm north Africa the nationals are demanding far 
more than the French can give, and the French offer far less than 
the nationals demand. The nationals do get tremendous support 
from the people, but they have not much hope for the future, 

The French are anxious to move in now and substantially improve 
those conditions. There is a real contribution the United States can 
make that will produce tremendous benefits in the way of reclamation, 
economic aid, and extension services. That is the way we can make 
a contribution and take part in the French settlement of the difficulties 
in that territory; it might mean the nationalists might become easier 
to deal with. Not being willing to accept colonialism, they might be 
willing to make a real contribution toward a specific opportunity for 
self-determination. 


INVESTMENT OF PRIVATE CAPITAL 


Mr. Forp. It is my recollection that in recent years American 
private capital has gone into the development of iron ore deposits in 
both South America and parts of Africa. 

Dr, FirzGeraup. That is correct. 

Mr. Forp. I presume those surveys were made and the develop- 
ments took place predicated on a worthwhile development both in the 
procurement of raw materials and the production of profit in the end 
result. 

In this program there is a request for an iron ore survey in Goa. 

Mr. Moran. That is correct. 








Dr. FirzGreraup. I am told that project has been dropped since 
this document was prepared. Might I say, also, that is in the basic 
materials section C of this document, which we will come to later, and 
we can discuss those items under C at that time if you find that satis- 
factory. At the moment, we are discussing only the projects under 
B in the document. 

Mr. Forp. Well, we might as well finish the discussion here on that 
point. Even though this has been dropped, it seems to me it is taking 
us on a program that is somewhat dubious. Certainly, if those facil- 
ities were worth while, private capital would have gone in there in the 
first place, as illustrated by the activity in South America and Afric: a. 

Mr. Moran. I have had oceasion io deal with some of these private 
companies inierested in the territories in Africa and in mosi instances 
I find them exiremely interested in them. They feel the support 
of the United States Government is necessary in ihe fringe areas of 
the investment they do not feel they can underiake. I would like 
to speak off the record. 

Discussion off the record 


AID GIVEN BY FRANCI AND ENGLAND TO THEIR TERRITORIES 


Mr. Forp. Will you give us what, if anv, contributions are made 
by the country thai has jurisdiction over the territory? 

Mr. Moran. Yes. The Uniied Kingdom in the period from 
1947 to 1952 made available from public funds, mostly on a grant 
basis, approximaicly $100 million a year for the territorial develop- 
ment of this nature. This is exclusive of any contributions of a mili- 
tary nacure. 

The French Government has made contributions in the period 
from 1949 through 1953 as follows: $208 million in 1949, $170 million 
in 1950, $178 million in 1951, $195 million in 1952 

An estimated figure of $244 million in 1953. 

Mr. Forp. Is all of this in the African area? 

Mr. Moran. No; generally in the DOTs, but the largest part has 
been in the African area. They have not made the separation we 
have made here of the geographical locations of their territories. 

Mr. Rooney. Will you, at this point, please state the total in this 
bill for aid to dependencies of the United Kingdom? 

Dr. FirzGeravp. The program for the British territories in the 
Near East and Africa, and in Asia amounts to $23,400,000. Not all 
of those would be implemented because we are asking for $24 million 
all told for all overseas territories, including the British territories. 

Mr. TasBer. You have a $40 million program coming up, which 
includes some United Kingdom items: For Rhodesia, $5,600,000, and 
for northern Rhodesia another $5,600,000, and for rehabilitation of 
Lake Victoria Port, British East Africa, $4,200,000. 

Dr. FrrzGeraup. The figure that I gave Mr. Rooney did not include 
the basic materials program that we have covered. There are in the 
basic materials program certain projects in the British territories. 
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Basic MATERIALS DEVELOPMENT 


Mr. Taser. We will now take up the basic materials development 
program. 

Mr. Outy, May I state at the outset of this presentation that we 
are now talking about a figure of $32,500,000 since the conferees have 
reached an agreement on a program composed of $25,000,000 in local 
currency and $7,500,000 in dollar obligations. That local currency 
situation, of course, would necessarily, under the agreed conference 
version of the bill, have to be covered by a dollar appropriation. 

Mr. Taser. We understand that. 

Dr. FitzGerald, would you be prepared at this point to discuss this? 


AFRICA 


Dr. FrrzGeravp. As a brief background, and as a supplement to 
the comments made this morning, I should like to say that the total 
program for all Africa, which includes the basic materials and also the 
items that we talked about this morning, and prior to the adjustment 
just mentioned by Mr. Ohly, amounted to $52,448,500 for all non- 
military United States activities in the whole Continent of Africa. 
That includes the TCA activities and our DOT proposals and our 
basic materials proposals for the whole Continent of Africa. The 
amount did total $52,448,500. It will be somewhat reduced by virtue 
of the $7,500,000 adjustment that will be made by virtue of the House 
and Senate conference action on the authorization bill. 

The following are the statistics on Africa: There is a total popula- 
tion in Africa something on the order of 200 million people. That, 
of course, as Mr. Taber knows, has to be a guess because there are 
not any accurate census figures for that country. However, that is 
a reasonable estimate, in our opinion. 

The area of the country is nearly 12 million square miles. It 
extends, as you know, from the Mediterranean down to the Cape of 
Good Hope. Most of the territory is presently dependent upon some 
metropolitan areas. Inevitably, if we are going to make any con- 
tribution, if we are going to take any steps to look after our interests 
there, it will be necessary, in the majority of instances, to do it through 
the established governmental institutions, through the colonial offices 
of the metropolitan government. We have to exercise our influence 
in that direction. If we wait and say that we feel that we cannot 
take any steps in this area because it is a colonial territory, I think 
we would be remiss to the extent that we have interests there that 
are not dependent upon the particular political status of a large 
part of that area. 

The basic materials development program of $40 million for all 
areas will be reduced, Mr. Taber, to $32,500,000, but the figures in 
the big book and in the supplemental information, of course, have 
not yet been changed. 

In the material which has been handed to you is a detailed list of 
each one of the proposed projects. You will note that there is a 
proposal for a mining bank in Turkey, proposals for the African 
overseas territories and independent countries in the Near East, 
south Asia, and the Far East. Each one of the proposed projects is 
summarized in the pages following the summary. 


35928—53——_25 
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In general the purpose of this program is to provide the resources 
to carry on activities which will enable strategic and critical materials 
to be produced, the expansion to be increased, and the production 
to be made available, both to this country, and to other free world 
countries which have to rely upon imports of industrial raw materials. 

If you wish to have a brief description of any of these projects, | 
would like to ask Mr. Moran, who is familiar with the details of them, 
to reply to any specific questions that you have on the projects 
themselves. 

Most of these projects, as you see, are supplemental to the basic 
materials. In the African territories they are railroads, power, trans- 
port, and coal developments; not materials development itself. 

We agree with the committee members that generally we rely upon 
private financing to develop materials themselves. 


DEVELOPMENT OF COAL INDUSTRY IN AFRICA 


Mr. ANDERSEN. You mentioned coal. With some of our own coal 
areas in distress, is it not a bit out of line to spend our money develop- 
ing such coal deposits in isolated regions such as Africa? 

Dr. FrrzGeraup. We have only one possible coal development in 
Africa. That is the Wankie Collieries, which is the key and only 
source of coal for railroads and industrial activities in the whole central 
part of Africa. Without coal you are not going to be able to get the 
copper out, and without coal yu are not going to be able to power the 
southern Rhodesia and southeastern Portugese railroads. 

Mr. AnperRsEN. Can you not ship it in from other producing areas? 

Dr. FirzGeratp. It is completely uneconomical to ship coal from 
the United States to central Africa. It would cost $55 or $60 a ton 
before you could get it in there, if it were imported from the United 
otates. 

Mr. Taser. What does it cost through local production? 

Dr. FirzGreratp. The Wankie coal is $4 to $5 a ton at the pit head. 

Mr. Taser. Is not that an operation that could be financed privately 
rather than having us put up the money? It-seems as though if the 
coal is any good and it could be produced at that price, there should 
be no trouble in financing it. 

Mr. Moran. There has been, sir. 

Mr. Taser. Why? 

Mr. Moran. Because they cannot raise the money in London, 
which is about the only source of funds they 5 have found available. 
They have raised a considerable amount of money, but they cannot 
raise the money necessary to get up t ) five millions of tons a year 
production, which is the figure that hen ‘vy are aiming at. 

Mr. Taser. What do they have to do to fn up to that? 

Mr. Moran. They have to remodel a large part of the actual mine 
installation, put in a considerable amount of ventilating equipment 
because it is in an extremely hot area. Then, they have found it 
impossible to recruit labor under the conditions that prevail. So 
a complete re-do of the mine is necessary in order to make labor 
conditions sufficiently good to attract labor. 

As in much of Africa, they have to bring labor in, recruit it from 
the Portuguese territories, bring it in from thousands of miles, and 
then is a relatively high expenditure for the providing of food, housing, 
and so forth. 
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They have had a large exploration program because they were 
mining, prior to the last war, something like 1 million tons of coal a 
year. After the war they started a program to get up to 5 million 
tons by 1955, that being the minimum required for industrial develop- 
ment in Southern Rhodesia. From our standpoint it is important 
for the expanded production of copper and cobalt in the Belgian Congo 
and Northern Rhodesia area. 

Mr. Taser. Where is this place on the map? 

Mr. Moran. May I show you [going to the map]? 

Mr. Taser. Please. 

Mr. Moran. Wankie is located in Southern Rhodesia right here 
indicating]. 

Mr. Taser. On a river? 

Mr. Moran. Not on a usable river. It is on a railroad. The rail- 
road goes like this [indicating] up to the mining area of Northern 
Rhodesia and the Belgian Congo. 

Mr. Taser. Do the railroads go to Cape Town, or anything like 
that? 

Mr. Moran. No; the railroads of the south are today so overbur- 
dened that they cannot handle the production of South Africa itself, 
and there is a major program going on. there. 

Mr. Taser. Are there railroads there or not? 

Mr. Moran. There are railroads all through this area, sir. 

Mr. Taner. Then there are railroads that go down from the mines 
to South Africa. 

Mr. Moran. Yes. 

Mr. Taser. They ship the coal up north? 

Mr. Moran. From Wankie up to the copper-mining areas in North- 
ern Rhodesia here [indicating], and the copper and cobalt and man- 
ganese-mining areas here in the Belgian Congo. They also use it to 
operate the railroads. The main need is up here, sir, in Northern 
Rhodesia. They rely almost completely on thermal power stations. 
In the Belgian Congo they do use hydroelectric power that they 
have installed, but they need it for the railroad system and for the 
smelting operations. 

Mr. Taser. What is that territory along the coast? 

Mr. Moran. This is Portuguese Mozambique. This [indicating] 
is the outlet for the materials produced in this area, and the port of 
Lobito, which is also Portuguese, is the normal outlet in the north. 

Mr. Taser. How far is it from the coal mine to the copper mines? 

Mr. Moran. Roughly 400 to 500 miles to the various mines, but 
it is about a thousand miles from the mines by the transport systems 
to the coast. 

Mr. Taser. Those transport systems would not haul very much 
coal, would they? 

Mr. Moran. They haul all the coal available to go to the mines. 

Mr. Taner. Who operates the mines? 

Mr. Moran. The mine is now operated by a joint South African- 
British corporation, the Anglo-American Corp., which just recently 
had taken it over under new management,. 

Mr. Taser. Is that a private setup? 

Mr. Moran. A private corporation. 

Mr. Taser. Who operates the coal mine? 

Mr. Moran. That is the Anglo-American Corp. 
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Mr. Taser. Who operates the copper mine? 

Mr. Moran. They are all operated by private companies in North- 
ern Rhodesia. ‘There are a number of them. 

Mr. Taser. British control? 

Mr. Moran. Almost all are British controlled, sir. 

Mr. Taper. What about the Portuguese setup and the railroads? 

Mr. Moran. The Portuguese railroad is operated by the Portuguese 
Government. 

Mr. Taser. What about the railroad in South Africa? 

Mr. Moran. I am not familiar with the story on the South African 
railroad. The Northern and Southern Rhodesian railroads are op- 
erated jointly by the Governments of Northern and Southern 
Rhodesia. 

Mr. Taser. There is no private operation of the railroads? 

Mr. Moran. No, sir. In most of Africa the private investor has 
shown an unwillingness to put money into railroads. The only 
railroads I am familiar with in Africa, which are privately owned 
in whole or in part, are the Benguela Railroad in Portuguese Angola, 
which is about 90 percent British owned, and there are 3 railroads 
servicing this area in Belgian Congo, which are owned substantially 
by private companies, but you get what they call the mixed company 
in these areas. The private companies that own them have a partial 
government participation. It is a very complex matter. 

Mr. Taser. Where is the Congo on the map? 

Mr. Moran. This whole area [indicating]. It is the area in 
yellow. 

The mineral-producing area of the Congo is here and here [indicat- 
ing]. This is the diamond area, this the manganese, this the uranium, 
this is the cobalt and copper and tin-producing area [indicating]. 

Also, they produce columbite and tantalite, which are alloy metals, 
and they produce a limited amount of tungsten in the trust territory 
of Ruanda-Urundi. 

Mr. Taper. Is that quite mountainous territory? 

Mr. Moran. You do have very sizable mountains along this chain 
of lakes. This [indicating] is a high plateau area, and this is a plateau 
area through here [indicating]. It is relatively high, running from 
3,000 to 6,000 feet. It has reasonable living conditions and they have 
a better environment. At Wankie the problem arises because it is a 
much lower area and the climatic conditions are unfavorable. 

Mr. Gary. Where is the Equator? 

Mr. Moran. Here, sir. 

Mr. Taser. Is the temperature fairly comfortable around the 
Equator? 

Mr. Moran. It will all depend upon the height. 

Mr. Taser. Is it high? 

Mr. Moray. In this particular area through here it is high [indi- 
cating]. As you move toward the east you get into a lower area. 
Toward the west you get into a lower area, and it becomes very steamy 
and is a typical tropical jungle. 

Mr. ANDERSEN. Do not those private companies have access to 
other sources of credit? 

Mr. Moran. Yes; but they have found it impossible to finance the 
development needed to get the materials requirements from those 
other sources of credit. Those sources of credit have been inadequate. 
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Mr. AnpEeRSEN. Now, with the opening up of these coal mines; 
you can put on coal there at the pithead for $4.50 per ton, which is 
pretty good business. Would you not think that some of these banks 
in London, or elsewhere, would fimance it? 

Mr. Moran. They have, sir. They financed the largest part of 
the program to date. 

Mr. AnpERSEN. What do you need this particular grant for? 

Mr. Moran. The discussions that were entered into this last 
spring with the companies in London led to the conclusion that money 
is so short in London that they would not be able to meet the total 
requirement, and this is the part they indicated they would not be 
able to meet. This arises from the fact that the original concession 
given by Southern Rhodesia to the private company provided the 
coal would have to be mined at the low price. It was being sold at 
the pithead at something in the neighborhood of $3.50. Anglo- 
American, which took over the new management, induced the Southern 
Rhodesian Government to modify the agreement and increase the 
price they could charge. 

Mr. ANDERSEN. Is that strip mining, or deep mining? 

Mr. Moran. Most of it is deep mining, and that is where the venti- 
lation problem becomes acute. You are already in a bad climatic 
area, and as you get deep under the earth it becomes more critical. 

Mr. Fenton. What kind of coal is it? 

Mr. Moran. It is a soft coal, sir. It is a high-grade soft coal. 
Part of it is metallurgical in nature. They do make coke. 


COAL RESERVES 


Mr. Fenton. What are the reserves of coal? 

Mr. Moran. I do not have the reserves offhand. The reserves 
are very substantial, however. They are sufficiently large that this 
mining could go on for decades. 

Mr. Fenron. How far does the coal area extend? 

Mr. Moran. That is not known. Exploration is going on now. 
It does appear this coal area extends far beyond the existing conces- 

sion, and there is another company which is exploring for further 
deposits of economic worth. 

Mr. Fenton. Do they have any geological data? 

Mr. Moran. Yes; they have a considerable amount of general 
geological data that the Southern Rhodesia Geological Survey has 
prepared over a period of years. They have detailed geologic infor- 
mation concerning the concession now ‘being operated by the Wankie 
colleries. 

Mr. Fenton. How long has this particular colliery been in opera- 
tion? 

Mr. Moran. Since after the First World War, I believe. It has 
been in operation for 25 or 30 years at a minimum. 

Mr. Fenton. How many men do they employ in the main? 

Mr. Moran. That I would have to get for you. Some thousands of 
native employees, but I could not tell you offhand exactly how many. 
The greater part of the employment is native labor with white labor 

being restricted almost completely to the geologists and technicians 
engaged in exploration and supervisory personnel. 

(The following information was supplied :) 


The number of men employed by the Wankie colliery is approximately 5,000. 
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Mr. Fenton. You know, this being a British-owned operation, and 
the British being great miners, do they not have the technical know 
how in Britain to come down there and develop their own property? 

Mr. Moran. They have the technical know-how in this situation. 
It is the money they do not have and are not able to raise. 

Mr. Forp. Off the record. 

Discussion off the record.) 

Mr. Fenron. Coming from a coal-mining area, as I do, an anthra- 
cite area, and knowing the difficulties our industry finds itself in with 
thousands upon thousands of idle miners, for me to support a thing 
like this would be a direct slap in the face of the people of the United 
States, particularly in the coal-mining area, because when we come to 
the Congress for assistance—and it would not be anything like the 
amount you are asking for here—we have to go through a terrible 
ordeal to justify any little request. 

Knowing that the British are supposed to be excellent in the mining 
business, it seems to me if this is worth anything at all they would 
pursue the development of this particular project with their own 
finances. 

I just do not know how far to go in this thing. We should have 
some data on the reserves, what their known reserves are. You have 
stated in here that $25 million has already been expended by London 
financiers. It looks to me like that mine must be pretty nearly 
depleted and played out. 


IMPORTANCE OF COAT IN EXPANSION OF COBALT PRODUCTION 


Mr. Moran. Not from the information we have available. May I 
speak back to your other question? We are not proposing this from a 
desire to expand the production itself but because of its relation to 
mineral production, and we do have a particular reason in this case. 
Eighty percent of the world’s production of cobalt, vitally important 
to the United States, for defense production, comes from the Belgian 
Congo. Ninety-nine percent of our imports of cobalt comes from the 
Belgian Congo. Practically all of Belgium’s production goes to the 
United States. We have been able to induce them to go ahead and 
expand the production of cobalt. Since the cobalt is associated with 
copper, they cannot expand the production of cobalt alone, which 
would be a relatively small factor because their production is in the 
neighborhood of 6,500 tons a year. But it is a factor in copper pro- 
duction, so it means at the same time a substantial increase in copper 
production. 

Mr. Fenton. What will the coal be used for? 

Mr. Moran. It will be used for transportation and it will also be 
used for smelting purposes in the Congo area. The main smelter at 
Elizabethville relies on coal with water-jacket furnaces. The lack of 
this coal is turning out to be a bottleneck in the expansion plans of the 
Belgians to meet our requirements for cobalt and Western Europe’s 
requirement of copper. It is not the coal that we are interested in; 
it is the copper and the cobalt and the manganese snd the uranium 
production which can be held up if this coal is not forthcoming. 

I spoke to the manager of the Belgian company in last November 
and he told me that he was importing coal and coke from the United 
States, coming in here [indicating] and across this railroad, or in here 
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at the Belgian Congo port and by rail up to here and river over to here 
and by rail up to here [indicating]. He said that it was costing him 
$55 to $60 a ton by the time it was laid down in Elizabethville because 
the port facilities are hardly adequate for their existing traffic and 
sometimes ships have to lay off for 6 to 10 days, so your costs skyrocket 
rather quickly. Then you have heavy costs over these railroads. He 
told me it was impossible to go ahead with their expansion program, 

Mr. Fenron. You do not know how deep those mines are, the 
coal mines? 

Mr. Moran. No, I do not. I would not want to try to quote it 
offhand. 

The information is as follows: 

The several shafts of the Wankie mines vary in depth from approximately 
150 to 250 feet. 

Mr. Fenton. Do you know what the rate of pay is for the miners? 

Mr. Moran. I could get that information for you. 

The information is as follows: 


The rate of pay of miners at the Wankie colliery is approximately $4.90 to 
$12.60 per month. 


USE OF LOCAL CURRENCY TO MAKE LOAN 


Dr. FrrzGeratp. May I make an additional comment on this 
particular project? First of all, the requirement is for local currency 
and not for dollars. 

Mr. Taper. How do we get local currency down there? 

Dr. FirzGeravp. It would be sterling they need for this kind of 
development. 

Mr. Taser. That would mean we would have to pay for it. 

Dr. FrrzGeraup. We have had deposited, as you know, 10 percent 
last year of the aid that we have given each one of these countries in 
dollars to our account in the local national bank in local currencies. 

Mr. Taser. I know. 

Dr. FirzGeratp. It would be those funds that would be needed, 
or part of them, as a loan to this private company to supplement the 
resources that they are able to get from the London money market. 

Mr. Taser. This would be a loan. 

Dr. FirzGerap. Yes, of the local currency that has been generated 
as the result of the program. 

Mr. Taper. Is this the coal deal? 

Dr. FrrzGeravp. Yes. 

Mr. Forp. I do not quite understand this local currency situation. 
Will you give me a fill-in on the background, step by step? 

Mr. Taper. I think that I could do that for you. On these aid 
bills there was a provision that was written originally in 1948 by 
Francis Case, when he was over here in the House, which provided 
that we should be entitled to reserve a fund of 5 percent of the total 
contributions to any country which would be available for us to use 
in any way we wanted, either in that country or for the maintenance of 
our own missions, or for anything else that we wanted to buy there. 
This last year it was raised to 10 percent. 

Those currencies, under section 1415, are to be provided for now by 
purchase from the Treasury from appropriations that we make, in- 
stead of being available automatically to use as they please. 
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Mr. Forp. The same problem that“we had in the Army, the Navy, 
and the Air Force? 

Mr. Taser. Absolutely. 

Mr. Roonry. With regard to this money for the Belgian Congo 
where it is said we get practically all of our cobalt, do we get a promise 
that any of this money will be repaid to the United States? 

Mr. Taser. No. They call them counterpart funds. 

Mr. Rooney. They are still our funds? 

Mr. Taper. They are all our funds, but all we can do is to use 
their currency in their country. 

Mr. Roonry. Now, do we get a promis to repay to us our counter 
part funds? Do we get a mortgage on this transaction? 

Dr. FirzGreraup. Repayable in local currency. 

Mr. Taser. But that currency we could take out and sell on the 
market, I suppose. 

Dr. FirzGrraup. That would be controlled by whatever original 
agreemeat we had with the country involved. 

Mr. Taser. It would not be a safe mortgage then. 

Dr. FrrzGrravp. It would aot be freely transferable into dollars. 
It is a repayment. It is a firm repayment in the currency in which 
the loan was made. 

Mr. Roonsy. We would still have the counterpart funds? 

Mr. Taser. We would still have the counterpart funds. 

Mr. Roonry. Do we get any cobalt in return? 

Mr. Moran. In this case we do not. We are not dealing with 
cobalt producers. We are dealing with coal producers ir: other areas. 
In some cases in past years under the strategic materials program 
we have made loans of counterpart repayable in materials, including 
cobalt. Those are primarily in Northern Rhodesia, where there is 
a small amount of cobalt production. 


ARRANGEMENT ON AVAILABILITY OF MATERIALS IN RETURN FOR AID 


Mr. Rooney. In connection with all this dependent overseas 
territory program, how much do we get back in materials or resources? 

Dr. FirzGrerautp, How much is contemplated in this proposal? 

Mr. Rooney. Taking the whole bill, including the basic materials 
program. 

Dr. FrrzGeravp. I am not sure that I can answer your question. 

Mr. Roonry. An approximation at the moment? 

Dr. FirzGeravp. Under this program contemplated here there is no 
direct physical return of strategic materials to the United States 
in return for either the loans contemplated under this basic materials 
program, or the grants. To the extent that that investment in 
Wankie Collieries increases the carrying capacity of the railroads and 
the output of the mines and of the smelter, if thus there is an increase 
in the total production of cobalt, we get practically all of the increase 
of that production through regular commercial channels. There 
would be more sales by the Belgian cobalt company and more pur- 
chases by the American purchasers which, I guess, includes the stock- 
pile. 

Mr. Roonry. I have no further questions. 

Mr. ANDERSEN. Why is there not a guaranty on their part that 
we shall secure a certain quantity of these materials in return for 
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aiding them in getting into production? You say there is no such 
guaranty whatsoever? 

Dr. FirzGrraup. Under previous legislation we have entered into 
a considerable number of contracts in which local currency was loaned 
and repayment was made directly to the United States in scarce ma- 
terials. In one or two instances, one I remember in particular, we 
loaned local currencies to an African railroad, and that is being paid 
off in strategic materials that are moving into our stockpile. 

Mr. AnprERSEN. Is that the only occasion you know of where a 
loan has been repaid in part? 

Dr. FirzGrrautp. We have loaned local currencies to the extent 
of roughly $100 million in the past, all of which is being paid off now 
in materials, all of which is gomg into our stockpile. In addition to 
lending local currencies for these projects we also lent about $31 
million to cover the dollar costs of development operations on these 
projects, or a grand total of about $131 million in dollars and local 
currency that is now being repaid in materials. 

Mr. ANpERSEN. When you say these are being paid off in mate- 
rials, you mean they export to us a certain amount of cobalt, for ex- 
ample? 

Dr. FirzGeraup. Yes. 

Mr. AnperseN. And credit it against the loan? 

Dr. FirzGeraup. Yes; for both interest and principle due on the 
loan; and that cobalt goes into our stockpile. 

Mr. Anprersen. How much of these $131 millions are left to be 
repaid to our Nation? 

Dr. FirzGerautp. May I put that in the record? 

Mr. ANDERSEN. Yes. 

(The information is as follows:) 

As of April 30, 1953, approximately $121 million in basic materials remained to 
be paid back to the United States out of the local currency loaned. Repayment 
is being made in accordance with contracts scheduled which are nearly all of the 
long-term type calling for repayment over a period of 10 to 15 years or more. 

Mr. ANDERSEN. I am surprised there is no firm commitment as to 
the exportation to us of these strategic materials as long as we are 
financing them in one way or another. 

Dr. FirzGrraup. There is in the instances in which loans have 
been made against repayment in materials. In a number of these 
contracts we also get an option to buy a certain amount of the out- 
put after the loan is paid off. In the case of the proposed loan of 
local currency to the Wankie Colliery, it is obvious we do not want 
coal. 

Mr. ANDERSEN. We were not considering coal as a strategic mate- 
rial. In the final analysis does this not amount to a grant, Doctor? 

Dr. FirzGrratp. From which point of view? From the point of 
view of the Wankie Colliery it is not a grant, because they repay in 
local currency. 

Mr. Davis. What is this $40 million, a grant or a loan or a combi- 
nation? 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Dr. FrrzGrrap. Of this proposed $40 million program, reduced on 
the bargain table to $32.5 million, we anticipate that 80 percent or 
better of that will be local currency loans, and not more than 20 percent 





of it, mostly in the Far East and more or less exploratory projects, 
will be grants. 

Mr. Forp. In the past, up until the time section 1415 went into 
effect, what look did the Congress have at projects of this nature? 

Dr. FrrzGrraup. To the extent there were dollars required, they 
got a full look. To the extent dollars were not required, if it was a 
local currency grant or loan, they got a postaudit look, but not a 


preaudit look. 


PROJECTS FINANCED BY DOLLARS AND LOCAL CURRENCY 


Forp. Was the proportion of dollars to local currencies the 


») 
same 


Dr. FirzGeravp. I would say roughly so, but I can put the exact 
statistics in the past in the record. 

(The information is as follows: 

Prior to the enactment of section 1415 the proportion of dollars to local cur- 
rencies used in basic materials projects was approximately one-third as many 
dollars as local currencies. 

Mr. Forp. Since its inception, how many projects in dollars and 
how many projects in local currencies have been financed? 

Dr. FirzGrra.p. I will have to put that in the record. 

Mr. Forp. Put it in the record by country and by dollars and local 
currencies. 

Dr. FrrzGeravp. I have it here, but it is not broken up between 
dollars and local currencies. 

Mr. Forp. What is the total? 

Dr. FirzGeravp. The actual in fiscal 1952 was $79,183,472. The 
estimate for fiscal 1953 was $33,096,806. 

Mr. Forp. A total of $112 million, approximately? 

Dr. FirzGreraup. Roughly, yes, for fiscal 1952 and 1953. 

Mr. Forp. You do not have the breakdown between local currency 
and dollars? 

Dr. FrrzGrravp. In those 2 years about $110 million local currency 
and $2 million in dollars. For the whole strategic materials program 
since 1948 the total has been about $30 million in dollars and about 
$100 million in local currencies for development projects but I will 
show it more exactly in the record. 

Mr. Forp. Will you show for the record the various countries where 
these allocations have been made, year by year, both for local currency 
and for dollars? 

Dr. FirzGreratp. Do you wish also the commodities that are in- 
volved, sir? 

Mr. Forp. Yes, I think that would be helpful. 
(The following information was supplied :) 
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Mr. Taner. I think we had better take up these other items now. 


KILEMBE MINES RAILROAD, BRITISH EAST AFRICA 


The first item is the Kilembe Mines Railroad in British East Africa, 
$3.5 million. What can you tell us about that? The justification 
says: 


The Kilembe project would require financing under the basic materials program 
of the extension of the Kenya-Uganda Railway from its existing railhead at Kam- 
pala in Uganda to the mines being developed at Kilembe in western Uganda. The 
estimated cost of the construction of the railroad connection is £4,900,000 (dollar 
equivalent $11,820,000). While part of the cost would be financed by the British 
Government (through the Colonial Development Corp.) and by the Uganda 
Government (through the Uganda Development Corp.), it would appear to need 
a minimum of $3.5 million from B/M funds, as listed for fiscal year 1954, to produce 
cobalt, copper and other products underway in 1954. The Kilembe Mines, 
Ltd., a subsidiary of the Canadian Company Frobisher, Ltd. have done consider- 
able investigation of the deposits at Kilembe and as a result of this work the 
reserves are now estimated at 14 million tons of ore, running an average of 2.03 
percent copper and 0.14 percent cobalt. The overall scheme, of which this is a 
part, would provide for the establishment of a mine at Kilembe to mine and 
concentrate these ores and ship them to Jinja, where power is already available 
from the Owens Falls hydroelectric scheme. A smelter would be erected at Jinja 
which would handle these ores and it would be expected that production would 
reach approximately 8,000 tons of copper per year and 400 tons of cobalt per year. 
Difficulties have been found in raising the funds necessary for opening the mine 
and the smelter but the Colonial Development Corp. of the United Kingdom 
and the Uganda Development Corp. are exploring with Frobishers Ltd. the 
possibility of assisting the private group in raising the necessary funds. However, 
Mutual Security Agency would assist in financing railroad construction only if 
assured, after independent examination of final proposals, that an economic mine 
and smelter operation would be financed by Frobishers, other private capital and 
the British and British Colonial Corp. 

An essential part of this project, which makes the establishment of the smelter 
more economical, is a program to smelt nichium ore (columbite) at Jinja. A 
consortium has been formed by Frobisher, Monsanto, and Rio Tinto, and the 
Uganda Development Corp. to work pyrochlore (niobium ore) at Sukulo, near 
the Kenya, Uganda border, which would also probably be smelted at Jinja. As 
an adjunct to the smelting there would be production of sulfuric acid, which would 
be used to produce in the neighborhood of 100,000 tons of single superphosphate, 
thus providing fertilizer to improve agriculture in east Africa. 

The extension of the railroad is absolutely necessary to the opening of the mine 
at Kilembe. This, in turn, is one of the promising sources of cobalt. 


Mr. Moran. In the western part of the Territory of Uganda in 
East Africa there have been found cobalt and copper deposits. A 
private company incorporated in Uganda has made investigations 
and has proven adequate reserves to open up a mine. The British 
Government has financed the Owens Falls power project at Jinja, 
which will make available the necessary power to handle the ores 
from the Kilembe mine. 

The difficulty is that there is very little coal in Africa, so they have 
to look to hydroelectric power. The private company went to the 
Defense Materials Procurement Agency and to the Export-Import 
Bank for help last year. The difficulty was they had not been able 
to raise all the funds necessary to move from the exploration program 
to production. The United States was interested because it saw the 
possibility of developing another source of cobalt. The existing 
railroad stops some 200 miles from the mine at Kilembe, and the 
Uganda Government cannot finance the extension of the railroad. 
If we can be assured of a mine to produce copper and cobalt, we would 
assist in financing the railroad construction to that extent. 
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Mr. Taser. How much cobalt do you expect to get from this mine? 

Mr. Moran. Approximately 400 tons per year. 

Mr. Taser. What will that be worth? 

M:. Moran. I am sorry; I do not know. 

Mr. Taser. How will we pay for that? 

Mr. Moran. A direct procurement contract with the private com- 
pany. 

Mr. Taser. We could not pay for it with the counterpart funds? 

Mr. Moran. It is possible such arrangment could be made as a pert 
of thi. loan, although it had not been anticipated, because our current 
legislation does not provide we should engage in such transactions. 


KAFUE HYDROELECTRIC SCHEME 


Mr Taper. The next item is the Kafue hvdroelectric scheme. We 
ill insert the statement in the justification in the record. 
The information is as follows: 
Kafue Hydroelectr Scheme Northern Rhodesia ($5.6 million 
The general shortage of ener ources at reasonable cost, cont inues to impede 


expanded mineral development in the Copper Belt area of Northern Rhodesia. 
The proposed further xpansi of production of coal at Wankie sane res 


described below will help to meet this problem, but ag in part. It is proposed 


to construct a hydroelectric station at Kafue, as a further contribution to a 
lution of this energy problen However, no United States contribution would 
uch a scheme, except after assurance, probably on the basis of a general 
v of the regior iat it was the most appropriate next step in solving 
This would req a review of other hydroelectric developments, 
Kariba Gorge project, to properly assess the priority amongst the 
1 relate them to each other and the general problem. Estimated 
Ns $85 million and the estimated request for United 
$5,600,000. 

Mr. Moran. That relates to the same problem, that there is not 
adequate power available for the production of copper and cobalt in 
Northern Rhodesia. The pl oposed expansion of production of coal 
at Wankie ¢ ‘ollieries will he Ip to meet this problem, but only in part. 
The Northern Rhodesia Government has had explorations made and 
has settled on the Kafue 1) droelectric scheme. The engineering has 
been done by a British company, and the estimate is it will cost £27 
million for a hvdroelectric project to furnish power to Northern 
Rhodesia. The hydro stations in the southern part of the Congo 
are linked in grids, and the hydro stations in Kafue would be linked in 
rrids, and the two grids connected so that it would furnish power to 
both the Congo and Northern Rhodesia. 

Mr. Taser. This total project will cost something like $85 million? 

Mr. Moran. $85 million is the total dollar equivalent cost. 

Mr Tico How is that going to be provided? 

Mr. Moran. I am not sure. The Northern Rhodesia Government 
has created a commission to look into that, and they have not yet 
decided on the financing 

Mr. Taser. If we provided this money we would not be permitted 
to pledge ourselves to any more. 

Mr. Moran. We understand that all we can do is discuss with 
them what can be done on a current fiscal year basis, with no provision 
for a future fiscal year, and we generally ask that we be given the 
guaranty of the government that they will complete the project. 
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Mr. Taser. Where will they get the rest of the money if we put 
up the $5.6 million? Where will they get the $79.4 million? 

Mr. Moran. They will get part from funds available in Northern 
Rhodesia and part in the London market. The ‘v might get something 
from the British Government through the Colonial Development 
Corp. 

Mr. AnperSEN. Are they going to come in later with an additional 
request for funds from the United States? You state that this is the 
request for United States assistance in fiseal 1954. 

Mr. Moran. It is possible they might make a request for further 
aid in the future, but we can make no commitment. 

Mr. ANpreRSEN. Are we not buying something we know very little 
about? 

Mr. Moran. We have the detailed engineering study and rather 
detailed information about this particular project. 


USE OF LOCAL CURRENCY 


Mr. Gary. Is this local currency? 


Mr. Moran. This is local currency and on a loan basis. 

Mr. Forp. What happens to these local currencies if we do not take 
advantage of them in this way or some other comparable way? 

Dr. FirzGuratp. They remain to our credit until we do utilize or 
spend them or loan them in some way. 

Mr. Forp. Is there any estimate of what percentage we have made 
use of? 

Dr. FirzGrraup. Oh, ves. We have very complete records. 

Mr. Forp. Do you have any general figures at the moment as to 
what extent you have utilized local currencies? 

Dr. FirzGrravp. | will place those in the record. 

‘The information requested follows:) 

As of March 31, 1958, a total of $130, 772, 000 in dollars and dollar equivale: 


had been obligated for basic materials development projects since the inceptior 
of the program Of this total $99,235,000 was in local currency as against 
$31,537,000 in dollars, indicating that over three times as much local currency 


has been used for this program as dollars. 


Mr. Taper. I think I asked for that. 


If there are no other Guestions, we will go to the next item. 
SINOIA-KAFUE CUTOFF, NORTHERN RHODESIA 


The next item is the Sinoia-Kafue cutoff, Northern Rhodesia, $5.6 
million. What can you tell us about that? The justification will be 
inserted in the record at this point. 

The justification referred to is as follows: 


Ono ~-K afue ile norther? Rhode $2 80.6 militon 

The expansion of minerals production in the Copper Belt, particularly copper 
and cobalt, is hampe — ae alone | suitable energy sources at reasonable cost, 
but also by the unavailability of transport to bring in equipment and suppli¢ 
and to take out product ! The nos al route for the northern Rhodesia part ot 


this area, and in part for the Congo portion, is ov Rhodesian railway 


nbiqut 1 ys to ports in t at iatt rritory, primaruy 


Knappen-Tippett bbett rvey for a 
railwa t rhe ort of Lourenco Marat 


nd also re 
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port of Beira, this being the Sinoia-Kafue cutoff. The first, the Pafuri cutoff, 
is now under construction, being financed by loans from the Export-Import Bank 
and the IBRD. This Sinoia-Kafue cutoff was the second one recommended, and 
it is expected that work will begin in fiscal year 1954. It will shorten the haul 
from the port of Beira to the Copper Belt region by approximately 500 miles, 
and thus not only improve transport for that area, but by making possible a more 
efficient use of existing equipment, help to relieve the general transport shortage 
in the haul area. The estimated request for United States assistance in fiscal 
1954 is $5,600,000. 

Mr. Moran. May I use the map for this purpose? 

Mr. Taser. Yes. 

Mr. Moran. The mining area of northern Rhodesia is presently 
served by a railroad which requires that a big switchout be made in 
this way, and then up to the port of Beria. The railroad is already 
overloaded. One way in which it would be possible with the greatest 
economic return over the long run to accommodate the situation is 
to build a railroad cutoff that would cut 580 miles off the distance 
from the mining area to the port of Beira. It is to help northern and 
south Rhodesia to get started on that cutoff that this request is made. 

Mr. Taser. How much will that cutoff cost? 

Mr. Moran. We do not have the figures as to the total cost. 

Mr. Taser. We are just putting in $5.6 million without knowing 
what it will cost? 

Mr. Moran. No, sir. We would only go into it once we have the 
final detailed engineering figures and proof that it is economic and 
can pay off. 

Mr. ANDERSEN. Do you have any idea at all what the total cost will 
be? 

Mr. Moran. Speaking from memory, I would estimate from $45 
million to $50 million. 

Mr. ANDERSFN. You can correct your estimate later on the record. 

(The revised estimate is as follows:) 

The estimated total cost of Sinoia-Kafue railway cutoff is $22,400,000. 


Mr. Taser. You would not come back for more money for that 
until next year? 

Mr. Moran. That is correct, sir. 

Dr. FirzGrratp. May I comment on that? In all of these 
projects 

Mr. Taser. We get into these things without knowing what we are 
doing. 

Dr. FirzGrratp. We would not enter into this project or any 
other like it with any implied commitment or any understanding 
that we would be coming back back to Congress for any more funds for 
this particular project. If it was not enough funds and the project 
could not be completed, and we could not get it tied up in a package, 
we would not make any commitment on it. 

Mr. Taser. That covers all of the items that we have in connection 
with the United Kingdom in Africa. 

Are there any questions? 
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MANGANESE DEPOSITS, TRANSPORT FACILITIES IN FRENCH 
EQUATORIAL AFRICA 


We will go to France. The first item is “Manganese deposits, 
transport facilities in French Equatorial Africa.” We will insert the 
justification statement in the record. 

(The material is as follows:) 


Manganese deposits, transport facilities in French Equatorial Africa, $2 million 

Manganese deposits of some importance have been discovered in French 
Equatorial Africa, but their development on a scale important enough to meet any 
substantial part of free-world needs depends upon the provision of adequate 
transport. An agreement has been reached between the French Government and 
United States Steel under which United States Steel will furnish capital to block 
out and exploit the ore. They will not finance the full cost of the railway, partly 
because of the risk involved in transporting manganese ore a long distance so 
long as the U. S. 5. R. has the power to break the world market by dumping 
manganese. The French Government does not have sufficient resources for this 
project and all other commitments. Hence, it is expected that financing may be 
required for the provision of such transport facilities beginning in fiscal year 1954. 
The estimated request for United States assistance in fiscal 1954 is $2 million, 
which will probably be utilized for engineering studies only. 

Mr. Moran. The United States Steel Co. has discovered a deposit 
which promises to be a very large deposit of high-grade manganese in 
French Equatorial Africa. They have secured a concession, set up 

French company, and started exploration work. They have indi- 
cated to the French Government the fact they will not be able to 
build a railroad to connect this with existing transportation facilities. 
There are three alternative routes, one being a direct connection with 
the Congo Railroad. 

Mr. ANDERSEN. Will you show it on the map? 

Mr. Moran. Yes. This deposit is located near Frenchville, which 
is up in this area. There is an existing railroad from Pointe Noir. 
The most direct connection is about 280 miles. It appears that a 
railroad would in the long run be the least expensive method of trans- 
portation because of the difficulty of constructing roads in this area 
because of the rainy season and the character of the soil. 

Mr. ANDERSEN. Would it not be difficult to construct a railroad 
there? 

Mr. Moran. The third alternative avoids the mountainous area 
and is relatively level, without too many bridges to be built. 

Mr. Taser. Not very heavy grades? 

Mr. Moran. No, sir. This ‘alternative eliminates the grades on 
the shortest route. 

Mr. Taser. What will the railroad cost? 

Mr. Moran. That we do not know. The purpose of this is to 
help them do the detailed engineering so that they can get financing. 
If they come in with a detailed engineering job which shows how the 
project will pay for itself and how much it will cost, it will be possible 
for them to find the financing. We found this particularly true in 
the case of the Pafuri route, where they hired an American consulting 
engineering firm, and they were able to borrow $31 million to construct 
that railroad. 

Mr. Taser. This is a preliminary survey job which we are putting 
up $2 million for? 


Mr. Moran. Yes. 
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ENGINEERING FOR TRANSPORT AND POWER PROJECTS IN FRENCH WEST 
AFRICA 


Mr. Taper. The next item is French West Africa, another trans- 
port job, engineering for transport and power projects needed to ex- 
pand bauxite and iron-ore production and export in French West 
Africa. The justification says: 


\ plan is being developed for the further expansion of bauxite production in 
Fre 1 West Africa, where production began in the calendar year on an island 
lvit ff the coast, from which shipments have already started to Canada. The 
possibility exists of a substantial increase in such production and export and also 
of iron ore, but it will require exploration and the provision of transport and 
power facilities. It is expected that some limited financing for such a progran 
will be requested in fiscal vear 1954 for engineering studies only to the extent of 
$1 million. 


This is another start for rather a major project, is it not? 

Mr. Moran. We think the deal the French are presently studying 
is too large in scope. We would like to get this one down to earth 
and get it to a level where they can reasonably undertake it. We 
helped them in 1951, and asa result of that expansion program they 
should be producing 1 million tons this year. They are producing 
bauxite, and shipments have started to Canada. We would like to 
get engineering studies started on a detailed plan that they can go 
forward with at their own expense for the most part. 


QUESTION OF CANADA FINANCING PROGRAM 


\ir. Rooney. Why should not Canada, which is in such fine 
financial shape, advance this money, rather than the United States? 

Mr. Taser. Last year | made a trip to Canada, and I went through 
the most prosperous-looking cities | have been through anywhere. 
It would seem that Canada could finance this. 

Mr. Rooney. I had to pay a premium to get Canadian dollars for 
\merican dollars last September. Will somebody tell us why Canada, 
which is in such splendid financial condition, should not finance this 
operation in French West Africa, since she is getting the bauxite? 

Dr. FirzGerarp. It is quite possible that Canada’s financial con- 
dition is relatively good. ‘The Canadians, of course, are contributing 
substantially to the NATO organization in the way of military equip- 
ment which is being sent overseas to European countries, and in 
addition they are contributing to the Colombo plan, a report on which 
will be submitted for the record in response to a request made this 
morning. The Canadians feel that they are making a contribution 
to their security and ours, and the rest of the free world’s, roughly 
equivalent to that which the United States in the aggregate is making. 
I am sometimes inclined to think they are not carrying their full 
load, but that is a matter of opinion. 

Mr. Rooney. What percentage of Canada’s gross national prod- 
uct are they contributing? 

Dr. FirzGerap. Canada for fiscal 1953, as shown on page III-8, 


contributed 8.7 percent of GNP in defense expenditures. 
\ir. Roonny. Do I understand you to say the figure is 8.7 percent? 
Dr. FirzGerap. Yes. 
\ir. Roonry. That does not compare favorably with our American 
14 percent. does it? 
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Dr. FrrzGerap. I do not think so, and I have so argued with the 
Canadians. The Canadians feel, in the light of their circumstances, 
they are making as much of a contribution as the United States 
While their gross national production per capita is larger than the 
European, it is smaller than the United States’. It is around $1,400 
to $1,600 in comparison with our $2,234. These defense expendi- 
ture estimates do not include certain other contributions which 
Canada is making to the Colombo plan and related activities 

Mr. Taper. What is the Colombo plan? 

Dr. FirzGeravp. It is a British Commonwealth plan for making 
contributions available to the area of south Asia, Pakistan, Burma 
Indonesia, that group of countries lying alongside the Indian Ocean 
We are putting in the record a brief report on it 


IRRIGATION, RECLAMATION, AND TRANSPORT FOR RICE PRODUCTION, 
MADAGASCAR 


Mr. Taper. The next item is Madagascar, $2.8 million This 
justification says: 


This project is for the development of plantation and native rice produc 


A 
for consumption and export in an area which is one of the largest produce out- 
le of southeast Asia and which has a high potential production Madagascar 

is a ready producing substantial quantities of rice and is a net exporter rl 
proposal is part of a major developn ent chemne involving improvement of rice 
trains, improvement of production techniques, reclamation, irrigation, and trans- 
port. The French do not have available adequate technicians or money to com- 
ilete this development. ‘The total dollar equivalent cost of this project is esti- 
ated to be $10 million I irther independent studies by United State export 
this, as well as of other projects, are needed before financing is undertaken 


he need for obligational authority in fiscal year 1954 might be as much as $4 
nillion, but in view of the limitation of funds available for fiscal year 1954, only 
$2.8 million is included in list I. 

Mr. Taper. Madagascar is quite an exporter. Why do they need 
to have funds spent there to increase their production of rice? Why 
cannot they spend it themselves? 

Mr. Moran. Although Madagascar is exporting some rice and other 
agricultural commodities and minerals, her total income is relatively 
small in the light of the needs of her population, and she is faced with 
the problem of an undeveloped area which does not have the income 
necessary to move ahead rapidly. They have spent considera! 
of money and have had help from the French Government in improving 
rice strains and in opening up new lands, and have reached the point 
where in 1953 they exported 50,000 tons of rice. It is felt that a 
program of this nature would put them in a position to considerably 
expand the export of rice and to meet the competing requirements of 
southeast Asia. 

Dr. FirzGeravp. This again would contemplate a loan of local 
currency. 

Mr. Taser. That means francs? 

Dr. FirzGeravp. Yes. 

Mr. Rooney. This is for native rice as well as export rice? 

Dr. Firzaeraup. Yes, sir. 

Ir. Moran. They are exporting some 50,000 tons. 

Mr. Taser. Off the record. 

(Discussion off the record.) 


ye SUMS 
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Mr. ANDERSEN. Only one question relative to Madagascar. I note 
that $2.8 million is for the purpose of studying the situation only. 

Mr. Moran. That is a mistake. This is actually for going ahead 
with the project, but it is stated we would not go ahead with it until 
we made further independent studies. 

Mr. ANprERSEN. That is what you said, “Further independent 
studies by United States experts of this, as well as of other projects, are 
needed before financing is undertaken.” 

Mr. Moran. That would be done by our staff of consultants. That 
study would be completed before we would use the $2.8 million. 

Mr. ANDERSEN. And some of that money would be used for the 
project itself? 

Dr. Frrzcerap. All of it, if it were approved. 

Mr. Taser. Any other questions? 


COMPARISON OF CANADIAN AND UNITED STATES ASSISTANCE 


Mr. Onty. To clear up the question Mr. Rooney asked about 
Canadian contributions, Canadian contributions in terms of grant aid, 
such as of mutual defense assistance and contributions to the Colombo 
plan, approximated $607 million of expenditures in the 2-year period 
ending March 31, 1953, and their current annual contribution of 
mutual defense assistance to other NATO nations is running about 
$324 million of obligations during the fiscal year. 

Mr. Roonry. What are the comparative American figures? 

Mr. Outy. I will have to get that. 

(The following was later supplied:) 

During the 3 fiscal years, from July 1, 1950, to June 30, 1953, mutual security 
program expenditures of the United States totaled approximately $13.9 billion 
that total includes the MDAP, MSA, and TCA expenditures for fiscal year 1951— 
prior to the first Mutual Security Act). For the 2)s-year period covered by the 
Canadian figure given above, the comparable United States figure was about 
$11.5 billion, or nearly 20 times as great. In terms of per capita income, the 
Canadian paid about 1.3 percent of his income to finance grant-aid programs, 


the American about 1.7 percent. The United States obligations figure for NATO 
country MDAP during this fiscal year will be about $3 billion (including the reap- 
propriated funds), or just under 10 times the Canadian amount. As a percentage 


of gross national product, this is less than the Canadian figure; but that comparison 
would, of course, ignore the rest of our mutual security program. 

Mr. Rooney. I am sure they will bear out what I have in mind. 

Mr. Onxy. I am not trying to argue the question one way or the 
other. I want the record to show precisely what Canada has contrib- 
uted to her own national effort. 

Mr. Rooney. I am not in the least critical of the Canadians being 
in a good financial position, but I still do not see why we should spend 
1 million of our dollars in connection with this bauxite for Canada 
when they are in such good financial shape. 


PORTUGESE DOT’S: LOANS FOR BASIC MATERIALS DEVELOPMENT, ANGOLA 
AND MOZAMBIQUE 


Mr. Taser. Now tell us about Portugal. The justification says: 

Consistent with MSA’s program to stimulate private investment and to pro- 
mote the earliest possible development of known deposits of strategic minerals, 
the establishment of a minerals bank is proposed. Such a bank could operate as 
a separate agency, or as a department of existing banks, but under special policies 
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aimed at the ready processing of sound loans to private operators. The 6-year 
plan contemplates such activity and provides for funds. The total cost of estab- 
lishing the proposed banks in dollar equivalents is estimated to be $7 million and 
the estimated request for United States assistance in fiscal 1954 has been estimated 
at $2,825,000 for these 2 colonies. In view of the reduction in the authorization 
for basic materials, only $1 million is included in list I. This could probably be a 
lollar loan. It would not be eligible under the current tied-loan policy of the 
Export-Import Bank, and Portugal cannot borrow from the IBRD because it is 
not a member. 

Mr. Moran. Angola and Mozambique have shown rather favorable 
indications of minerals in which we are interested, including diamonds, 
chrome, columbite, dolomite, and manganese, some manganese already 
being shipped from Angola, and also the possibility of copper deve lop- 
ment. We have helpe .d the P ortuguese in the past to hire an American 
company to prepare a geological survey of part of the allegedly mineral 
area in Angola and Moz: ambique. We hope these will indicate more 
clearly the extent of the mineralization. 

What we have to keep in mind is that no funds are available for 
credit for small miners who might be expected to go in and open up 
these areas as they are turned up, and the Portuguese Government does 
not seem to be in a position to open up such possibilities of credit, nor 
do the Portuguese private banks. It is our feeling, if we could lend 
money to a mining bank agreed on by the Portuguese Government in 
those territories under a guaranty of the Portuguese Government as 
to repayment of the funds loaned, it would be one way to stimulate 
private development of mineral resources in these two areas. 

Mr. Taser. During the period from 1939 to 1945, I read every 
couple of days about how prosperous Portugal was and what a real 
harvest they were reaping out of supplying other countries with mili- 
tary items. Iam wondering why it is that they are not able to finance 
themselves. 

Mr. Moran. They have a very large area for which they are 
responsible—and quite an undeveloped area—in Africa. Portugal, 
Angola, and Mozambique together are one-quarter of the size of the 
United States. They have been making a substantial contribution 
to the development of those areas in both money and men, and this 
seems to be one of the things they are unable to find the money for. 

Dr. FrrzGerap. Portugal did do fairly well in selling materials to 
the United States and other countries during the war. 

Mr. Taser. And to their other neighbors, too. 

Dr. FirzGrrap. But their per capita income is one of the lowest 
of any of the NATO countries, running around $215 per year. Their 
ability to save and make capital funds available is rather restricted. 

Mr. Taner. But when an outfit is prosperous and moving ahead, 
those people are apt to save a good part of what they have coming 
in their direction. 

Dr. FrrzGeraup. There is some saving in Portugal. There is no 
question about that. 

Their gold and short-term dollar assets seem to be holding up very 
well. Defense support aid to Portugal is unnecessary, beacuse Portu- 
gal’s gold and dollar reserves are high and rising, and its internal 
economy is stable. The main reasons for this favorable situation are 
that Portugal’s financial program is extremely conservative and that 
its exports ‘of basic foods and raw materials, both from the mainland 
and the territories, yield relatively large dollar earnings. Conserva- 
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tive financial policies are possible for Portugal because its public 
investment program is modest and because it has undertaken a rela- 
tively light defense burden requiring less than 5 percent of its gross 
national product 
And its dollar rese rves jus np from $232 million to $397 million in 
ars. The index of production is holding up well; the gross national 
product is holding up well; consumption is increasing, although the 
percentage of the YTOSS national product does not go up. 

Mr. Rooney. They should have left that page out, John. 

Dr. FirzGrratp. We always put the facts in, Mr. Rooney, goox 


Mr. Rooney. Yes, of course. 

Mr. Taner. I do not know, but it would seem like these people 
were in a pretty good financial position. 

Discussion off the record.) 

Mr. Taper. Is there anything more on Portugal? 


SURVEY OF ALTERNATE RAIL AND PORT FACILITIES, SOUTHWEST AFRICA 


There is another item—regional survey of port facilities, alternate 
rail and port facilities in the ‘southwest portion of Africa, $500,000. 

I think you can put that in the record. 

Dr. FirzGeravp. I think that explanation is fairly complete. 

(The matter above referred to is as follows:) 


Regional DOT project (total $0.5 million) 

Survey of alternative rail and port projects in southwestern portion of Africa: 
There has long been interest from strategic, political, and economic standpoints 
in a West Coast port (in addition to Lobito in Angola) to connect with the Rho- 
desia Railwavs and serve the mining industries of Northern and Southern 
Rhodesia. The British have long had the dream of a connection from these 
British territories through a commonwealth country (the Union of South Africa) 
to Walvis Bay on the West Coast of Africa in southwest Africa. The Portuguese 
have already developed the port of Mossamedes in southern Angola and built a 
railroad from that port inland to Sa da Banderia. Their interest is in extending 
this railroad to serve the development of the southern part of Angola and to con- 
nect with the Rhodesia Railways. A third possibility exists and would invclve 
the development of a port at Tigris or Tiger Bay in the extreme south part of 
Angola, almost on the border of Angola and southwest Africa, and the construction 
of a railroad on that point along the border and then to connect with the Rhodesia 
Railways. 

The proposs] set forth here is for the expenditure of about $500,000 for United 
States expert appraisal of alternative schemes, if the interests involved will pay 
all local curreney costs. It would probably have to be a grant, because the 
primary purpose is to insure that the best project is submitted for bank financing. 
MSA has, therefore, dropped consideration for the fiscal year 1954 program of 
the Portuguese proposal, which is part of their 6-year development program, 
to extend the existing Mcssamedes Railroad from Sa da Bandeira to Serpa Pinto. 
They have indicated their interest in requesting financial assistance in an esti- 
mated amount of $20 million in connection with this proposal. 

The British have begun an aerial reconnaissance of a route connecting the 
existing railroad inland from Walvis Bay to the Rhodesia Raiload, over the 
Kalahari Desert. In this connection our mission in London has received an 
indication that the British are interested in the possibility of United States 
financial backing for the construction of such a rail connection. 

The Bethlehem Steel Co. has concluded negotiations with the South African 
Government concerning a large iron concession in the northwest corner of south- 
west Africa near the border of Angola and are now surveying that area of Angola 
immediately adjacent to this area in the hope of finding a continuation of this iron- 
ore deposit. One of their representatives has indicated that if a new railroad 
connection is built their purposes would best be served if the road connecting 
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e Rhodesia Railways to the West Coast were built to Tigris or Tiger Bay, since 
it would then serve their purposes of developing the iron-ore deposits in the north- 
ern part of southwest Africa and those which they may discover in southern 
Angola 

There is certainly strategic interest on the part of the United States in an 
idditional West Coast port to serve the minining areas of Northern and Southern 
Rhodesia, particularly since the opening up of such a port to serve southern 


Angola and northern southwest Africa, would stimulate the development of 
erals production in these areas as well where there have been some indications 
inerals possibilities, and further because it would increase the possibility of 
jeliveries of iron ore from southern Angola and northern southwest Africa to the 
United States However, because of the confusing nationalistic interest in the 
levelopment proposals, it is doubtful that MSA will be able to secure a sufficiently 
ybjective appraisal of the development proposals to allow it to make a decision 
to which one it is more in the interest of the United States to finanee without 
more information than would result from a study of the projects separately 
Given the underdeveloped nature of the area in question, it would seem unwise 
r the United States to get involved in financing competing railroad constructio 
at this time. The danger has been that a satisfactory project might be financed 
nerely because it was ready first. 
The most appropriate course would seem to be for the United States, under the 


MSA basie-materials program, to attempt to secure an objective study of the 
regional transportation requirements which would result in an indiestion of which 
of the three proposals, if any, is desirable. The best method of handling this 
matter would be to offer to the British and Portuguese to finance the dollar cost 
of such a survey, the local cost in Portuguese and British territories to be borne 
by British and Portuguese authorities. The result would be an objective study 
of the overall problem, which could serve as a guide to MSA or to any other 
United States or international agency in considering financing any one of the 
proposed projects thereafter. 


MINERAL BANK, TURKEY 


Mr. Taser. Now we will go back and cover the project in Turkey 
that we skipped—the Turkey mining bank and mineral bank. We 
will insert the justification in the record. 

(The material is as follows:) 

Turkey: Mineral bank ($1 million) 

Consideration is being given to joint financing with Turkey of a mining bank. 
The financing of such a bank should be worked out in such a fashion that technical 
assistance is made available as well as financing so that funds and techniques, 
including managerial skills, may be made available to producers and potential 
producers in order to increase the production of chrome, lead, manganese, and 
copper. 

United States aid requirements for fiscal vear 1954 would be for local currency. 
It would be appropriate to use appropriated dollars to acquire 10 percent counter- 
part from the United States Treasury for this purpose. In view of the reduction 
in requested funds for the B/M program, the Turkish program has been set up 
with $1 million in list I and $1.5 million is list IT. 

Mr. Moran. This is comparable to the problem that was mentioned 
in. connection with the minerals bank under Angola and Mozambique. 
The Turkish mining industry, the Turkish mineral possibilities, has 
been characterized by a whole series of small deposits. No big com- 
panies have been interested in them with one exception. The result 
is that if these materials are going to be mined— and one of the most 
important to us, since Turkey supplies us with approximately one-half 
of our total, is chrome—the small independent miners are going to 
have to be set up to do this job. Probably the real lack of credit 
facilities in Turkey is the unwillingness of creditors to get out of the 
normal line of credit of mortages on land into this more risky type of 
venture. The objective here is to create, with the help of the Turkish 
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Government, a mining bank which would lend funds to these small 
operators to get an expanded production of minerals through having 
small operators go in the business. 

Mr. Taser. Their revenues are going up; their taxes are going up; 
the expenditures are going up, but generally they are pretty close to a 
balance. 

DEFENSE EXPENDITURES 


Mr. Davis. And I presume their defense expenditures as part of the 
gross national product are less than one-half those of the United States. 

Dr. FirrzGrravp. Their per capita GNP is only 10 percent of that 
of the United States. 

Mr. Davis. I am talking about compared to the percent of gross 
national product for defense with ours. It is less than half. 

Dr. FrrzGeratp. That is correct. 

Mr. Gary. They are so close to the Russian border that they have 
to maintain a very substantial army and spend a large amount for 
defense. 

Mr. Davis. Not according to the chart. They are spending only 
6.7 percent of their gross national product for defense. 

Dr. FirzGrravp. That is a heavy burden, though, on the Turkish 
Government and the Turkish economy in the light of the fact that 
their per capita gross national product is only around $220 a year. 

Mr. Gary. It is down tremendously if that is true. They were 
spending a very large percentage. 

Dr. FirzGrraup. Their expenditures, Mr. Gary, for military pur- 
poses have been going up steadily over the last several years. Two 
years ago they were about $275 million equivalent, and for 1954 it is 
around $325 million. One of the things I am sure all of you gentlemen 
know is that you get a great deal more soldiers for the equivalent dollar 
over there. 

Mr. Gary. My recollection is that they were spending about 33% 
percent when I was over there in 1947. 

Dr. FirzGrraup. They are spending more than that of their Gov- 
ernment revenues but not of their gross national product. Perhaps 
they were comparing the revenues rather than the gross national 
product. 

Mr. Davis. I see they only had a $3 million deficit this year. 

Mr. Taser. Are there any further questions on Turkey? 

Mr. Forp. I would like to have a little explanation of just how that 
which we are discussing is reflected in the book I have before me of 
April 30, 1953, and I would like to take Portugal as an example. This 
is the status of Portuguese counterpart funds. They have a request 
for these various projects in areas under the jurisdiction of Portugal, 
and I do not see how we can follow the picture based on this request 
as reflected in here. Just how do they get together and what is the 
situation? There is nothing in this booklet here that says anything 
about basic materials development. 

Dr. FirzGrraup. Are you looking at the counterpart table on page 
17 of the booklet? 

Mr. Forp. Yes, sir. 

Dr. FirzGreratp. As Mr. Taber explained a little while ago, 
that is the 90-percent part of the local currency equivalent of the 
assistance given to Portugal. Title remains with Portugal. Its 
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use has to be agreed to by the United States. It does not include 
the materials project which you mentioned, which we had contem- 
plated financing through a loan not of the 90-percent counterpart to 
which title remains with Portugal but the 10 percent to which title 
remains unilaterally in the United States. And the status of those 
funds is shown on page 3 of this part of the booklet, which shows the 
status of the United States portion of European counterpart funds. 

You will see for Portugal the line there indicating the status of the 
10-percent funds, and it would be from funds in this particular category 
that this loan would be made, but not necessarily from counterpart 
now in Portugal, if 1 may complicate that matter a little more for 
you. It is possible to transfer funds we have accumulated, say, 
in Germany, counterpart funds that we have accumulated in Germany, 
into Portuguese escudos. So we can, by shifting the 10 percent 
of the funds that are our property in Europe and deposited to our 
credit in Europe, shift them around from country to country, de- 
pending on where they are most needed. 

Mr. Forp. As a practical matter, you would not think about taking 
funds away from Germany and giving them to this part of the world for 
the Portuguese? 

Dr. FirzGrratp. We have shifted some of the 10 percent funds 
out of Germany. We shifted funds from Germany to Turkey and 
from Germany to Portugal and from Germany to France, I believe, 
to take care of urgent United States requirements in those countries. 
In the case of Turkey, the switch was made in order to pay local 
expenses of our Military Establishment and our MAG and military 
teams in ‘Turkey. 

PHILIPPINES 


Mr. Tasur. If there are no furtber questions, we will go to the 
Philippines. We will insert the statements on this in the record. 
(The information is as follows:) 


Iron ore development, $2 million 

The Philippine Iron Mining Co. is a well-known concern which has been export- 
ing high-grade iron ores to Japan at the rate of 540,000 tons a year. The company 
recently installed a 50-ton pilot plant for the benefication of iron ores and with a 
high sulfur content and is working out the economics thereof. The company is 
currently negotiating contracts for the export of 500,000 tons of iron concentrates 
per vear to Japan. If successful, a BMP loan will be requested to supplement th 
capital raised locally to purchase the concentrator and oth»r equipment necessary 
for the project. 


Bohol manganese project, $767,000 

The General Base Metals Co. has completed an ore reserve study and concluded 
a series of metallurgical tests for the purpose of upgrading a considerable tonnage 
of lower grade managanese ores and converting them into a suitable product for 
sale to Japan. The company has for many years shipped high-grade ores to 
Japan and has recently signed a contract with a Japanese concern calling for the 
delivery of 15,000 tons of ore. The reserves of ore at the company’s property, and 
in the Philippine Islands as well, are very limited and if the company is to continue 
its operations a beneficiation plant will have to be installed in the near future. 
The company has informally approached the mission for BMP loan. 
Exploration, $853,000 

These funds have been set aside for drilling, surface exploration, and intensive 
geological or geophysical examinations to verify the extent of the reserves for 
certain essential ores in the islands. Justification for this program includes: 

Further development of metallurgical chrome projects; determination of the 
extent and nature of the widespread occurrences of low-grade manganese which 
after beneficiation, could supply Japan. 
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Further investigation of the economics of the iron and nickel bearing laterit« 
deposits with a view to its export to Japan and possibly to the United States 
investication of numerous copper prospects in the islands, one of which has thx 
potentiality of being a large, low-grade operation; investigation by aerial or 
surface methods to expand the known reserves of high-grade iron ore now suffi 
cient for only a 12-year operation at the present rate of extraction. 

Dr. FirzGreratp. May we give one brief background comment on 
the proposed projects in the Asian area? 

Mr. Tanger. Yes; please 

Dr. FirzGeratp. These projects are, in the first instance, at this 
stage largely exploratory. We do not know nearly as much about 
the mineral resources of that area as we do many others. In the 
second instance, they are designed with particular emphasis on thx 
requirements of Japan for raw materials. 

As you know, prior to the war, the Japanese and Chinese main- 
land trade was very large, and a good many of the raw materials 
which Japan needed to sustain its industrial economy came from thi 
mainland area. Material, for example, was largely drawn from th« 
mainland area such as iron ore and a number of other commodities 
That trade is now cut off, and Japan is in serious need both of othe: 
sources of raw materials as well as a market for its manufactured 
products. 

These basic materials projects we have listed here are those which 
at this stage in the analysis appear to be most likely to contribute 
sources of raw material for the Japanese economy. One question 
which I am sure has already occurred to you or will occur to you 
is why do not the Japanese do this themselves. The fact of the matter 
is, of course, that Japan, is still recovering from a defeat. It has been 
earning during the last 2 or 3 years large dollar sums from the Military 
Establishment over there. Those earnings have paid for Japanese 
food and raw materials imports, a great many of which in the past 
have come from the United States. It has not given them any margin 
with which to accumulate resources for exploration and mineral 
development in many other parts of southeast. Asia. These projects 
we have listed are intended to explore and open up possibilities in 
this field in an effort to provide some assurance that the Japanese 
economy in the years shoud can find raw materials and markets 
outside of the Chinese Communist area. 

(Discussion off the record.) 


MANGANESE PROJECT 


Mr. Taser. You have $2 million in here for the Philippines. The 
whole manganese project is $767,000. Why do you want that? 

Dr. FirzGreratp. That, as the note indicates, Mr. Taber, is for 
further exploration of the development of these materials. 

Mr. Taser. Are not they able to do it themselves? 

Dr. FirzGeratp. Mr. Craig is here to take the place of Mr. Moran. 
May I say, Mr. Chairman, that Mr. Moran had to catch a 4:15 
plane, and I excused him. I hope that is agreeable to the committee. 

Mr. Taser. Whatever you want to do. It will be up to you to 
produce the witnesses. 

Mr. Craic. This is a project to increase the amount of manganese 
that can go to Japan in a desire to utilize more fully the low-grade ores 
by beneficiation. This will likely be in dollars. 
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Mr. Taser. Everything in the Philippines will be in dollars? 

Mr. Crate. I think we will have everything in dollars all through 
the Far East. In fact, this is the major point of most of the proje cts 
in the east, that they require these dollars which they cannot other- 
wise get. We have very little local currency there. 


EXPLORATION 


Mr. Taser. Under exploration, you have changed the names as 
you go down through, but you do not change the projects except as 
to the variety. 

Mr. Craig. Exploration includes in this case a wider variety of 
possibilities, including, for instance, the development of metallurgical 
chrome in addition to the occurrences of manganese 

Mr. Taser. You have an item for the further development of 
metallurgical chrome, iron, and nickel deposits, $853,000. It sounds 
like a lot of money for that. 

Mr. Craia. Part of this is included in nickel-bearing ores. A good 
deal of work is still being done on that. It is still speculative. There 
are a number of places in the world, however, where there are some 
quite promising developments coming along, apparently, to utilize 
nickel-bearing iron ore. One of the tightest commodities we have is 
nickel. 

Mr. Taser. That makes a total of $2,620,000 for the Philippines. 


FORMOSA 


Under “‘Formosa”’ you show coke and coal, $200,000, 50 percent 
dollars and 50 percent ge neration of local currency. 

Mr. Crara. That means that 50 percent is required either for 
technical help of Americans in the exploration or American equipment, 
and the other 50 percent is to generate local currencies to pay for the 
local costs of formosa. ” 

Formosa, as you know, is bearing a pretty heavy load locally and 
requires dollars to generate local currency to carry the local cost in 
addition to our cost. 

Mr. Taser. Why do you need that? 

Mr. Craia. This is hopefully going to increase the amount of coal 
that will be made available so that there may be some increase in 
exports to Japan. Throughout the whole of the East there is an 
attempt to find a closer source of coal for Japan so that they may not 
have to continue such an expensive source as they have had in the 
past, including the source from the west coast of the United States. 

Mr. Taser. Did not they get most of their coal out of Korea 

Mr. Crara. And from northern Asia as well. 

Dr. FirzGrrautp. Mostly from the China mainland. 

Mr. Taser. I thought they got it from the northern part of Korea. 

Dr. FirzGrerautp. The major source of Japanese coal in the past 
vears was around Manchuria just west of the border of Korea 

Mr. Craig. South Korean coal production is now very small 
75,000 tons a month. 

Mr. Taser. That never was big. 

Mr. Craic. It was very small. 
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Dr. Pancoast. Here is Antung, and here is Lungchingtsun, the 
biggest seam of coal in the world, 430 feet thick, of bituminous coal, 
and between Antung and Lungchingtsun is a great coal resource 
there. The coal in northern China is too far inland, so that they 
cannot use that. This is the biggest source and the one that they 
used. 

Mr. Taser. It is easy to get it to the coast over there; I suppose 
it is not too far. 

Mr. Craia. Yes, sir. 

Mr. Taser. 50 or 60 miles. 

Mr. Craia. Yes, si 

INDONESIA 


Mr. Taser. Then you have Indonesia, with $350,000 for another 
coal deal. We will insert the statements in the record. 

The statements are as follows: 
Coal ($350,000 


Indonesia has a great coal potential. The war practically stopped steam coal 
production which, at present, stands at only 20 percent of prewar. In western 
Sumatra there exists possibilities of developing coking coal for export to Japan. 
It is proposed to undertake the development and exploration of these coking 
coal deposits, a project which a Washington representative of the USGS con- 
siders to be specifically worthwhile. Estimated cost of $350,000. 


Mineral development ($853,000 


The American firm of J. G. White & Co. has undertaken the development of 
two large river valleys, the Asahan in Sumatra and the Kalimenta in Borneo. 


TCA has contributed largely to these undertakings. ‘The Asahan project is of 
more immediate concern to the BM program since it will primarily lead to the 
production of aluminum metal. The Kalimentan is concerned principally with 


the production of rice. A series of exploration and development surveys are 
planned on areas of known mineralization to be carried out concurrently with 
the development of these projects. It is believed that MSA financing will be 
required for these surveys, calling for the development of bauxite, iron, man- 
ganese and other minerals. A represe ntative of the Foreign Geology Branch of 
the USGS approves this project. 

Mr. Craic. This is the same search for coal that will make Japan 
less dependent upon either expensive sources or keep her from the 
pressure of going back to those old sources in China. 

Mr. Taser. Then you have another item of $853,000 for develop- 
ment of large river valleys in Indonesia. What do you have to say 
about that? 

Mr. Craic. These are ones which have been worked on already 
by the J. G. White Co., which is an engineering firm that has been 
working in that area. 

Mr. Anprews. The J. G. White Co. is a consulting engineering 
firm which is under contract by TCA to assist Indonesia in some of 
their mineral and other developments. 

They have been working in two great valleys here, and they have 
found in the Sumatra area a pretty zood opportunity for the develop- 
ment of some aluminum and another around Borneo for some rice 
development. 

I might say, although these projects ~ in the TCA area, they were 
placed in this basic-materials program by MSA on the hens that, 
if the United States was having a_ basic -materials-development 
program, it probably ought to hit some of the very important areas 
here in the so-called undeveloped areas. Those are just some projects 
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there that will contribute primarily to the economic development of 
the countries involved there and particularly to support the Japanese 
economy. 

The big problem out there in that part of the area is how Japan is 
eoing to be able to live in that area without the China trade. And 
| might comment here that in the case of India the same story.is true. 
There is a great deal of ore, a great deal of minerals, a great deal of 
stuff in India that Japan wants to get and India wants to get ou. 
They are together working on some of it. The big problem is trans- 
porting to the harbors, to move this stuff out of the interior of India 
and get it into Japan. That is the basis for these projects here. 

They are merely illustrations of what can be done if it is the policy 
of the United States to have this type of program. Comment should 
be made that Liberia has the same story except that it does not 
involve Japan. 

INDIA 


Mr. Taper. You have all sorts of projects in India. We will 
insert the justifications in the record. 
(The material is as follows:) 


Railroads and harbors (83.4 million) 


The total costs anticipated amount to $51.7 million, most of which will come 
from Japanese or Indian sources. However, dollar costs of $5 to $10 million 
that cannot otherwise be met are anticipated. Of this amount, $3,380 million 
is included on list I and the balance on list II because the total of even $5 million 
cannot be given preference over other projects listed. 

The detailed nature of the $51.7 million projects are as follows: 


Railway rolling stock 

India’s iron-ore, manganese, and coal deposits cannot now be used to maxi- 
mum effectiveness by India and the free world because of transportation handi- 
caps. India’s rolling stock was severely depleted during the war and is com- 
pletely unable to handle expanded postwar demands of international trade. The 
International Bank for Reconstrugtion and Development has already realized 
this problem and advanced a $34 million loan in August 1949 for rehabilitation 
of Indian railways. However, the increased needs of India’s economy under 
the 5-year plan as well as world demands for raw materials has outstripped the 
rate at which India can make available foreign exchange for vitally needed rail- 
road expansion. Engines and cars suitable for handling mineral ores involve 
planned expenditures of $21.8 million. 


Engineering works for coal handling 

India has huge potential coal reserves that can be harnessed for both expansion 
of India’s own iron industry and for providing the coal for the Japanese steel 
market. In order to use the expanded rail network efficiently, more equipment 
is needed to handle loading, unloading, and preparation of coal. The amount 
of foreign exchange required for this project is $2.6 million. 
Railway construction 

Even with added facilities, India’s present railway trackage does not permit 
maximum export of ores. A high priority project in this field is to doubletrack 
the present single line from the orefields to the port of Visakhapatnam. In addi- 
tion to the double trackage some modern traffic-management equipment is 
needed to handle the increased trafficload. The estimated cost of this project is 
$24.7 million. 


Port facilities 

The three projects listed above will increase ore production and transporta- 
tion at all stages from mine to port. However, in order to complete the work 
required to boost exports by 2 million tons the port facilities at Visakhapatnam 
must be improved. The foreign-exchange cost of equipment for port improve- 
ment which cannot be financed by India is estimated at $2.6 million. 
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Mr. AnpreEws. That all involves the same Japanese India develop 
ment program of getting coke, iron, and other ores for the Japanese, 
and certain manganese. 

Mr. Taser. This program is going to run into considerable cash. 

Mr. ANpDREws. Yes, sir. 

Mr. Taser. The other items are not very big. 

Mr. Anprews. No. The United States part will run about $5 
million, and Japan’s and India’s will run $45 million to $50 million. 

Mr. Crarc. That $5 million has had to be reduced to $3.3 million 
for the time being, but $5 million was the original amount. 


LIBERIA 


Mr. Taper, If there are no further questions on India, tell us about 
Libena. We will first insert the justification. 

(The information is as follows:) 

Shallow-water harbor at Cape Palmas ($1.8 million) 

The Liberian Government wishes to construct a shallow-water harbor at Cape 
Palmas near the southern tip of Liberia. An engineering survey of this harbor 
has been completed, showing an estimated cost for the construction of $1,840,481. 
This ineludes $428,111 for the equipment used in construction. 

This port serves an area in eastern Liberia and western Ivory Coast which has 
a high potential for economic development. The Firestone Plantations Co. has 
a 10,000-acre rubber plantation a few miles inland, and there are also numerous 
small Liberian-owned rubber plantations in that area. Considerable expansion 
of rubber production is expected to follow the construction of this harbor. Cacao, 
oil- and piassava-producing palms, coffee and other tropical crops also grow well 
in the area. At the present time the open-roadstead loading of commodities 
militates against the movement of commodities from this area. Liberia is a 
leading producer of liquid latex, but little is now produced in the Cape Palmas 
area because of the difficult shipping conditions 

Some 40 miles inland is the excellent Iboke forest which the TCA forester in 
Liberia has recently appraised. According to this forestry expert, the timber 
stand of this forest area would be worth approximately $256 million if cut and 
delivered as sawtimber, f. o. b. Cape Palmas. The preparation of plans and 
specifications for the construction of a road which traverses the above forest area 
and extends some 90 miles inland from Cape Palmas is now in process. This road 
vill beeome a part of the road system of Liberia which is being partially financed 
with a $5 million loan from the Export-Import Bank. 

The Company for the Utilization of Vegetable Raw Materials of Hamburg 
Gesselschaft zue Verwertung Pflanzlicher Rohstoffe) plans the development of 

rest products, hydroelectric power, and minerals in Liberia. A memorandum 
of intent was signed in October 1952 by the Liberian Government and the com- 

any for a concession of approximately 2 million acres in the area to be tapped 





by this road. There are known iron-ore deposits in this area, although detailed 

praisals of the size and quality of these deposits have not yet been made. A 

team of TCA mining engineers and geologists are leaving shortly for Liberia, and 
of t ninera! deposits of the area will be given high priority. 

earest rotected harbors to Cape Palmas are those of Abijan, some 300 

the east and Monrovia approxin tely 250 miles to the northwest; con- 

thi harbor will timulate de velopme! of a semicircle of about 150 

iles radius ougbly 20,000 square miles. In the Ivory Coast portion of this 

icircle are also important stands of timber, some rubber plantings, and con- 

siderable production of cacao, palm kernels, and palm oil. 
, L, i ‘ | ited Stat¢ dollars as its cire ulatiz g medium the entire 
t of the project will be in dollars Because of other commitments for capital 





lopme! t which Liberia has made at the present time. the full cost of construe- 

i must be provided from loans. The project appears to be so well justified 
on economic grounds that ar exception 0 ight be made to finance the full publie 
expenditure 


Mr. Anprews. This is an attempt at harbor development and 
transport development which will make possible obtaining the re- 
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sources of the interior and getting them out. There is considerable 
timber down there and considerable other interior development in a 
country that has, | think, about 7 miles of paved road in the whole 
country and practically no railroad. It is again a case, really, if we 
are going to go after these basic materials, you have to get some way 
to get the stuff out of there. And, of course, it will contribute very 
much to the economic development of Liberia. But it is a matter of 
United States policy. 

Mr. Taper. Is this a question of just $1.8 million, or is it a ques- 
tion of a lot more than that? 

Mr. Crara. It is a relatively small amount, $1.8 million. 

Mr. Taper. That says “survey.’”’ Does that mean a couple hun- 
dred million dollars more before we get through with it? 

Mr. Anprews. The construction cost is $428,000. 

Dr. FirzGeraup. The engineer survey has been made. This is an 
estimate of what the cost of the harbor is—$1.8 million all told. 

Mr. Taper. But the railroad and that sort of thing will run a lot 
more than that. 

Dr. FrrzGrravp. That is correct. This item is for the completion 
of the harbor only, a shallow water harbor. 

Mr. Anprews. A big German company is in there on some develop- 
ment and, of course, the Firestone Co. is in there on a considerable 
cle velopment. There are great tracts of timber out there that some- 
body someday will tap. but you have to have harbors to vet it out, 
even if you can build some roads. 

Mr. Rooney. In the past 5 years have MSA or ECA put out any 
funds for building roads itn Liberia? 

Mr. Anprews. No;notatall. The Export-Import Bank has loaned 
Liberia, | think, $5 million to build some roads, and TCA is supplying 
the salary of the Bureau of Roads engineers who are supervising that. 
There is a crew, I would say, of 10 or 12 American engineers who are 
supervising that at the request of the Liberian Government and the 
Xxport-Import Bank, because they want us to follow the construction 
of the road and see that it is constructed properly and that the money 
is used properly. 

Latin American Repustics 


Mr. ANDERSEN. We will now take up the technical assistance 
program as it applies to Latin America. 

Mr. Andrews, we will be glad to have a statement from you as to the 
entire regional program first. 

Mr. Anprews. Thank you, Mr. Chairman. 

First, I want to point out that this program in Latin America covers 
19 of the 20 countries in Latin America. It is administered by the 
Institute of Inter-American Affairs, which is a Government corporation 
and has been in operation in one form or another for just about 10 
vears in this area. This is TCA in effect, in Latin America. They 
are the operating arm for the overall technical assistance program. 

The overall program proposed for the fiscal year 1954 is $24,342,000 
as compared with $21,595,500, which was the program in 1953 

This program, in a broad way, is divided roughly $9,724,500 fo: 
technicians, which shows about a $1 million increase over the past 
year; $3,122,300 for trainees, coming from Latin America to America, 
an increase of about $600,000 over the vear before Then there are 
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local costs, which have to do with the local costs of personnel and the 
usual expenses of running a program within the country. Local costs 
amount to $4,405,200, or about $1 million less than the 1953 fiscal 
year. 

Supplies and equipment amount to $7,090,000, and is a component 
we talk about in connection with the technical-assistance program, and 
shows an increase in the 1954 proposed budget of about $1,500,000. 

The number of local United States personnel for the whole region 
on board now, including contract personnel, is 661. It is proposed 
that by the end of the fiscal year 1954 we will have 859 United States 
technicians. The training awards for this past year were 569, and 
because the countries themselves paid a good deal of money into this 
training program, such as for transportation, and taking care of 
some of the people up here, we were able to bring into this country 
something like 760 people for the year just past, and we are expecting 
to bring in 731 in the year ahead. 

The point that I would like to make about this program is that 
there is nothing here that you can call economic assistance. It is 
what has been called technical assistance over the years, plus a certain 
amount of supplies to support the programs. 

I do want to point out to this committee, though, that over the 
years—and I am not trying to say that this program is the cause of 
it—private investment in Latin America has been pouring in at a 
greater rate than into any other part of the world, and now American 
private firms have invested more money in Latin America than in any 
other _ of the world, and that includes the oil country and the 
Middle East, which is so important. 

The other thing is that trade between this country and Latin 
American countries—and we have this broken down here by coun- 
tries—over this 10-year stretch has increased manyfold, and at the 
present time 31 percent of the imports that come to America come 
from Latin America, and 33% percent of all our exports go to Latin 
America. A great part of these exports is made possible by the 
growing economy im Latin America and the growing development of 
that part of the world in things they supply to our country. 

The unexpended balances as of June 30, 1953, were $10,293,000. If 
you have the sheet that I have here and turn it over, you will see what 
it represents. You will see the word “grants.” The grants are 
actual United States funds which we put in the servicios, or the bureaus 
or agencies of the Government in this part of the world. The princi- 
pal operations are in the form of a joint operation, just about a cor- 
poration, and in which the United States places its funds and commits 
its funds, and to which the host country commits its funds. There is, 
a joint director, an American director, and a host country director, 
and they spend this money on approved projects. 

That part of the unexpended balance represented as grants are the 
funds waiting to be put into the servicios, but have not been put in 
yet because they have not put up their deposits. 

Mr. ANDERSEN. What does that amount to, Mr. Andrews? 

Mr. Anprews. That amounts to $4,303,000. 

Mr. ANDERSEN. That is the portion of the $10,293,000 which is in 
the category that you mentioned? 

Mr. Anprews. That is exactiy right. 
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The training grants run about a year behind, and this is the normal 
training grant lag. 

I would like to put into the record here this sheet which explains 
what the $5,017,000 is for ‘“‘or other.’’” When a family leaves here, we 
of course pay their expenses down there and back, and when their 
freight goes down United States funds are committed against that 
This is simply a lag, you might say, of the bill coming in and being 
paid. You will notice over the years here we have had an unexpended 
balance of about that amount each year, and it is always spent in the 
year that follows for these sorts of things. 


SUMMARY FINANCIAL TABLE 


I think that it would help out if I put this in the record. It tells 
the story. We have this unexpended balance broken down for each 
country. 

Mr. ANDERSEN. We will put that in the record at this point. 

(The tabulation referred to is as follows:) 


SumMARY—LatTIn AMERICA (INCLUDING DOTS anp ReGionat 





General aareement siqned 
Actual, Estimated, Proposed, 
fiscal year fiseal year fiscal year 
1952 1953 1954 
United States program costs (obligations 
For technicians $5, 314.9 $8, 420.9 $9, 72 
For trainees 2, 473. 5 2, 457. 2 1 3 
For local costs 4,005. 9 5, 251.9 4, 405. 2 
For supplies and equipment 5, 994. 0 5, 465. 5 27, 090. ( 
Total 17, 788.3 21, 595. 5 24, 342.0 
Estimated Latin American contribution $31, 970.3 $38, 392. 3 $44, 190.2 
Number of local personnel 11, 744 10, 43¢ 11, 450 
Number of United States technicians 549 701 859 
Number of training awards 774 569 731 
Includes domestic program costs: does not include program direction costs 
Servicio grants 
Principal activity fields 
[In thousands of dollars] 
Fiscal! year Fiscal year 
1953 1954 
Agriculture and natural resource 8, 376.4 9, 405. 2 
General projects 548. 2 212 
Education 3, 204. 6 3, 265. 2 
Health and sanitation 5, 336.0 6, 288.9 
All other j 3, 301.0 4, 200.4 
lotal 20, 856. 2 23, 372. 0 
Domestic program costs 739. 3 970.0 
rotal 21, 595. 5 24, 342.0 


Does not include either program direction or domestic program costs 


359 28—53 


i) 
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Tota mulative utilization of TCA funds, fiscal year 1952 and fiscal year 19531 


Phousand f dollars 


As of June 30,/As of June 30 
1952 1953 
Aull HX). 403 4? 654 
Obl 1). 403 42 654 
2 } } 4 
Ex 1! 26 32. 
&, 875 10, 293 
June 30, 1952 | June 30, 1953 
} 4 1 CA fu i 
4 ) 17, 87 40, 126 
Obligations 17, 87 40, 126 
Exm ture 9, 347 30, 133 
I } QR AOR 9 99) 
{ i 347 30K 
i &, 87 10, 29. 
I \ , id 4 budg 
1) ar 
| planation of nliquida ed balance estimated as of June 30, 1958 
Grants $4, 303 
rraining 973 
Other 5, 017 
Total 10, 293 


Remarks.—General reasons for unexpended balances (details shown on each 
country statement 

Grants.—Relatively substantial grants to servicios and joint funds remain 
unexpended because most of the fiscal years of the Latin American countries are 
the same as the calendar year and consequently payments, both United States 
and host government, to servicio and joint funds, are often made 6 months or 
more after the end of the United States fiscal year, in accordance with payment 
schedules set forth in program agreements. 

Training.—Since the letters of award are primarily issued to trainees coming 
to the United States during the next fiscal year, a sizable portion of the training 
expenditures will not be made until the following fiscal year. 

TOA.—Transportation of technicians goods and effects account for some of the 
inexpended balance. Freight and passenger bills are usually not received until 
6 months after the charge is incurred. Obligations incurred for program supplies 
and equipment are not liquidated until delivery is made and bills are received. 
Obligations for contracts are liquidated on a gradual basis. 


RUBBER PROGRAM 


Mr. AnprEews. There are a couple of comments I would like to 
make in connection with this broad program. A part of this program 
was originally established to develop things in Latin America which 
the United States needed in its economy. For example a rubber 
program was launched several years ago and is still continuing. 
They have proven that they can grow rubber down there. They 
have developed disease-resistant stocks, and the rubber program is at 
a point now where it is going to be up to the United States to say 
whether we should continue this as a matter of national security, or 
whether, because of synthetics and other things, we should terminate 
the United States contributions. 
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Mr. Taser. Have you not made a decision on that? I thought 
you would come up here with that ie n you presented your justifica- 
tions. 

Mr. ANprEws. That decision was not made. 

Mr. Taser. I do not see how we are going to be able to pass on 
things without the answers. 

Mr. ANDREws. It is just a small part of this appropriation. 

Mr. Taser. What part of it is it? 

Mr. Coox. It amounts to about $500,000 distributed through the 
program. 

Mr. Taser. Distributed throughout Latin America or just Brazil? 

Mr. Cook. Throughout all Latin America. 

Mr. Anprews. This is a pretty small amount when you scatter it 
over 19 countries. It is a matter, though, just to be honest, that I do 
not know whether we ought to zo ahead on or not. I drafted a letter 
to Mr. Stassen this week, and he is sending it to Mr. Fleming of the 
ODM so that Mr. Fleming can tell us whether it is in the national 
interest to continue this program. Some of the countries are going to 
want to carry it on themselves, and if they do, we will help them on it. 

We have about decided we ought to have a policy decision on that 
point. 

Mr. Cook. I might add, if I may, that question was raised some time 
ago, about 6 months ago, and it was decided to continue the program 
It is being raised now in the light of the current situation. 


DEVELOPMENT OF FIBERS 


Mr. Anprews. That is exactly right. There is also a very small 
program on the development of fibers. In several of the countries 
down there kenaf takes the place of jute. When we were cut off from 
the jute area we were anxious to have kenaf. Scientists have gone 
in and have developed a fiber that will replace jute and can be grown 
on a competitive basis. It is a question of whether we continue with 
this research and experiment. It is again a matter for our Govern- 
ment to determine. 
GEOLOGICAL SURVE) 


With regard to the Geological Survey, as the Chairman well knows, 
it has been carrying on investigative work in this part of the world for 
several years. The Geological Survey work is being paid for out of 
these funds, and, of course, therre are no investments except private 
investments. I have quite an elaborate report on my desk, which 
should be up here, which shows the basis of the discoveries and how 
private industry has developed aluminum, manganese, coal and other 
natural resources. I mention those programs as being a type of the 
overall development business searching out things that would be to 
the interest of the United States as well as to the interest of Latin 
America. The amount of money involved in this type of activity is 
very small. The remainder of the program falls into the general cate- 
gories of food, health, education and some expansion of the industrial 
side through the work of the servicios. 

That, sir, is a general statement as I have it to make. 

Mr. Taper. | think that we might as well go to the countries. 

Mr. Anprews. I think that would be all right. 
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BOLIVIA 


Mr. Taser. Bolivia is the first one. We will insert at this point 
in the record the information on Bolivia. 
(The tabulation referred to is as follows: 
BoLivia 
General agreement signed Mar. 14, 1951 


[Thousands of dollars] 


Astin ‘fiend Estimated, Proposed, 
stars 1952 fiscal year fiscal year 
= oe 1953 1954 
United States program costs (obligations 
For technicians 470.8 530. 2 579. 4 
For trainees 127.5 131.0 151.2 
For local costs 165. 7 274.4 269. 5 
For supplies and equipment ! 2 668. 0 592. 5 §25. 0 
rotal 1, 432. 0 1, 528. 1 1, 525. 1 
Estimated Bolivian contribution $1, 582.0 $1, 838. 0 $2, 113.7 
Number of local personnel : 289 735 770 
Number of United States technicians 45 5 56 
Number of training awards 31 27 31 
* Grants to dervicios 
? Calendar year extension of grants 
§On United States and Servicio payrolls 
Principal activity fields 
[In thousands of dollars] 
Fiscal year Fiscal year 
1953 1954 
Agriculture and natura! resources 637.8 602. 0 
General projects 
Education 353. 1 354.0 
Health and sanitation 400. 6 367.3 
All other 94.8 153. 2 
Domestic program costs_- . 41.8 48.6 
Total 1, 528. 1 1, 525. 1 


Total cumulative utilization of TCA funds, fiscal years 1952 and 1953 ' 


[In thousands of dollars] 


As of June As of June 


30, 1952 30, 1953 
Authorizations 1, 421 2, 977 
Obligations 1, 421 2, 977 
Subobligations 
Expenditures 615 2,011 
Unexpended balance 806 966 


Includes program-direction costs now shown under the administrative budget 


TYPICAL ACTIVITY 


Agricultural extension and research, $502,000 for fiscal year 1954 

Improvement and expansion of the National Agricultural Fxtension Service 
and improvement of the country’s agricultural research program; continued experi- 
mentation to solve major problems, such as introduction of improved varieties of 
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plants and breeds of animals, better methods of cultivation, developing new 
varieties, plant and animal breeding, green manure and fertilizers, inseet and 
disease control. 

tegional departmental extension offices have been established at La Paz, 
Cochabamba, Santa Cruz, and Sucre. Experiments with fertilizers have doubled 
the vield of many crops; phosphate treatment of pastures has increased the weight 
of cattle and milk production; introduction of purebred strains of cattle has 
demonstrated possibilities for increased production 


Explanation of unex pended balance, estimated as of June 30, 1953 


{In thousands of dollars} 
Unliquidated 
ohligations 


Grants 657 
Training in United States 90 
Other 219 

Total 966 


Pemarks,-—Fiseal-vyear extension of grants authorized for $167,500; additional 
training authorized, $64,200. Until grant funds are obligated, few expenditures 
can be made for ‘‘Other.’’ 

Mr. Taper. You have a request for $1,525,000. 

Mr. ANDREws. Yes. 

Mr. Taper. Is this unilateral, bilateral, multilateral, or what? 

Mr. AnpreEws. Strictly a bilateral program. 

Mr. Taser. Is there any U. N. business in it? 

Mr. Anprews. There is no money involved in it for the U. N 
no, sir. 

Mr. Taser. Are they running a duplicate program some place 
down there? 

Mr. Anprews. In Bolivia, there is a very large U. N. team down 
there working on the revamping of this Government structure there 
There is a large team working trying to reshape the Government 
structures and their fiscal system. There is a whole series of things 
of that kind. 

Mr. Coox. May I add that, in preparing all-of these country pro- 
grams, we obtained information on the United Nations programs and 
what private organizations were doing in order to avoid duplication. 
We do not want to duplicate anything that the U. N. or private 
organizations are doing. 

Mr. Taper. You have a lot of money in here for reorganization of 
governmental activities, have you not? 

Mr. Rowe. There is one man, principally in the field of public 
administration. We sent a man in there to assist principally with 
one ministry. The United Nations have 14 men presently in Bolivia 
assigned to advise the various ministers. This man, however, is 
working on the internal operations of the Ministry of Health, and be 
is helping to realine jts servicio setup in Bolivia. 

Mr. Cook. Only $7,000 of this cost is for the salary of the one 
technician. 

Mr. Taper. It would be $20,000 before you got through. 

Mr. Coox. Our estimate is $12,500 total cost. 


AGRICULTURAL EXTENSION AND RESEARCH 


sé 


Mr. Taser. The biggest part of this is “Agricultural extension and 
research, $500,000.’" Do they not have an extension service of their 
own? 
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Have you not been able in 2 years to develop that sort of thing? 

Mr. Anprews. Absolutely not. We are really just starting on it. 
If the chairman will permit, I would like to state the situation in 
Bolivia. 

There is a country that has lived almost entirely on tin. It has 
milked the tin cow for all of these years. They have had practically 
no research and no up-to-date knowledge in agriculture. There is an 
area, for instance, in eastern Bolivia that is as big as Texas, and yet 
5 years ago there was not the slightest idea of what you could grow 
or could not grow in that country. Bolivia has borrowed about 
$27 million to build a road from the Altiplano to Santa Cruz to open 
this country up for migration, and this research work which this 
institute of Inter-American Affairs has been conducting in the last 3 
or 4 years is coming home to roost now. With this road opening up 
and with the development going on there, they know what they can 
plant and what they cannot plant. 

Just within the past 2 years an extension service to really extend 
and carry forward what they have learned has been under way. 

(Discussion off the record.) 

Mr. Taser. They have no agriculture down there? 

Mr. Anprews. Not anything approaching their pote ntial. 

Mr. Taser. What do they have, mostly grazing? 

Mr. ANprews. Grazing and tin mining. 

Mr. Taper. The tin business has not been too bad. 

Mr. Anprews. It has gone to pieces in the last few years. 

Mr. Taser. Why? 

Mr. ANprews. Principally because the market for tin has declined. 

Mr. Rowr. We did not renegotiate. 

(Discussion off the record.) 

Mr. Taser. Do they not raise something on the land? 

Mr. Rowe. The Indians themselves raise their own food. They 
must buy their clothing, sugar, and salt elsewhere. They take into 
these small markets just enough to do that. It is a bare existence. 
That means that the principal cities rely entirely on imported food- 
stuffs. Bolivia imports at least 75 percent of her rice, wheat, corn, 
and principal staple foods. Therefore, where the industry is, and 
where the large mass of the population is, is the area that is critical. 
Without help the Indians could get along, but without additional help 
the principal cities will not get along. They are building the Cocha 
Bumba-Santa Cruz road. The total cost of the road will be in the 
neighborhood of $40 million. When that all-weather road is developed 
and completed, which will be about the end of this year, this very 
fertile area in eastern Bolivia will be opened up. This is an area 
tremendous in size. They have black compost soil and white soil. 
On the black soil you can raise all the crops that we can raise in the 
United States, plus the oil crops—peanuts, soybeans—and on the 
white ground they will get enough forage for their cattle. 

[t is an experimental thing in the sense that we are going to be called 
upon, if the administration goes through with present plans, to see 
whether or not we can have a direct food-supply program to take up 
the slack. Twenty-five percent of their dollars from tin are spent 
bringing in foods to the principal cities. 
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QUESTION OF OVERLAPPING OF FUNCTIONS 


Mr. Taser. Now, is the ITAA still operating? 

Mr. ANDREWS. Yes. 

Mr. Taper. Who is operating that? 

Mr. AnDrREws. That is the operating arm of the TCA in Latin 
America, the technical assistance in Latin America. 

Mr. Taser. I thought that we had gotten rid of that 

Mr. AnpreEws. It is a corporate structure and is the operating arm 
now of TCA in Latin America. In other words, instead of having 
an administrative setup such as we have in the other areas, we operate 
through the corporate setup. 

These programs generally in all these Latin American countries 
are pretty basic things, and deal with agriculture, health and education. 

Mr. Taser. Do you have 3 separate administrative groups, 1 in 
the State Department, called administrative support, 1 in the TCA 
and 1 in the ITAA? 

Mr. Rowe. No, we do not know 

They do not work on the same problems, nor do they have the same 
functions. The embassy groups handle embassy personnel, whereas 
the technical assistance groups work within the ministries with these 
governments. In other words, there is a business manager for each 
servicio and he instructs and trains any of the nationals in the various 
fields of supply, purchase, and warehousing, as well as inventory, 
accounting, auditing, and so forth, in order to establish a real base 
under the technical operations. That we do have, sir. 

Mr. Taser. Do you not have a separate setup down there for 
the TCA? 

Mr. Rowr. We do 

Mr. Taser. And a separate setup for the ILAA? 

Mr. Rowe. That is the same thing, Mr. Chairman. We are an 
integral part of the TCA, 

Mr. ANpreEws. It is the operating arm of the TCA in Latin America. 

Mr. Rows. There is no such thing as 

Mr. AnpreEws. I think the reason why that impression has grown 
up is because in some of the offices they have a sign—-TCA-IIAA, 
and that might give the impression that you have a TCA office and 
an ITAA office. 

Mr. Taser. What is the administrative support in the State De- 
partment? 

Mr. Rowe. The State Department performs the function of com- 
munication; in other words, our communications go through the 
State Department. They perform what they need to do in connec- 
tion with customs and other foreign service functions, but our needs 
are quite different. IIAA has only one administrative man whose 
work is concerned with technical assistance. He is the Director of 
Administrative Services. The business manager performs, as I| said 
before, within the ministries of other governments. 


BRAZIL 
Mr. Taser. We will now take up Brazil. We will insert the infor- 


mation on Brazil at this point. 
(The information referred to is as follows:) 








SRAZIL 
General agree ment signed Dec. 19, 1950 


In thousands of dollar 


Actual, Estimated, Proposed, 
fiscal year fiscal year fiscal year 
1952 1953 1954 
1 ed States program ¢ t ition 
For technicians 634.9 1,197.7 1, 380, 7 
For t nec 1. ¢ 720. 1 614 
I loca! co 804. 1 791.4 616. 5 
For supplic 1 equiy 615.0 995.0 1, 160.0 
Potal 2, 645. 6 3 704.2 3. 771.7 
Estimated Brazilian contributior $11, 350 $13, 620 $15, 66 
Number of local per nel 3 1, 949 2, 288 2, 300 
Number of United States tect ians 82 10 129 
Number training awards 171 168 14¢ 
Pain " $380,001 
On | ed 5 ‘ i iclo p I 


I thousands lla 
Fiscal year Fiscal year 
1953 1954 
A gr ture i natural Ource 972. 2 1, O83 
General project 483.2 147 
Educatior 160.7 613.6 
| 1 es ost iin 806. 9 904.9 
\ t! 82) 5 R5A 
D> 158.9 167 
Potal 704. 2 7 


Total cumulative utilization of TCA funds ! fiscal wear 1952 and fiscal year 1953 


In thousands of dollar 


As of June As of June 
0, 1952 0, 1953 
Aut 2, G05 6 
Onbli 2, OO. t 
I litu ®. 4,198 
Unex] i 1, 620 2 140 
Includes program 4 n costs now shown under the administrative budget 


rYPICAL ACTIVITY 


Joint Comm szon, $147,300 fo fiscal year 195 health and sanitation, $800,900 


United States-Brazil Joint Commission, established in 1950, has been assisting 
Brazil in a long range economic planning program of high priority; roads, water 
transport, electric power, agriculture, and food production. It is anticipated that 
the Commission will be terminated June 30, 1953, but the work is to be carried on 
by the new Brazilian Economie Development Bank with the assistance of a few 
United States technicians, primarily transportation and power. A countrywide 
health and sanitation program for improvement of health facilities, reduction of 
environmental health hazards. The Cooperative Health Servico, during the past 
11 vears has constructed 7 hospitals, 18 health centers and a large nursing school. 
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Che death rates in these areas of operation has been substantially reduced. Four- 
teen demonstration water supply and four sewerage systems have been constructed 
with most of the cost paid by the local communities 


Explanation of unexpended balance estimated as of June 30, 1953 


U'nliquidated 


In thousands of dollars] ohligations 
Grants 1, 590 
Training in United States 150 
Other (transportation of goods and effects, and other accounts payable for 
which bills not received 100 
Total 2, 140 


Remarks.—Grants recently authorized: $105,000 for agriculture; $135,000 for 
industry; education, $115,000; contracts, public administration, $60,000; private 
investment, $35,000; additional training, $125,000 

Mr. AnpreEws. Brazil is one of the very large countries in which 
we are working. It is potentially a very rich country. It is a country 
that is developing very fast, particularly in industry and mining. 
There is an influx of German and American capital. 

Speaking as an outsider, Brazil is rapidly building up a tremendous 
structure and is not effectively utilizing its resources 

A joint commission was set up in Brazil a little over a year ago 
to make surveys and studies of the Brazilian situation and find out 
what they need and to recommend action. ‘That commission has 
made some extensive studies and has developed projects for which 
loans are in the mill. One of the functions of the TCA program in 
Brazil is to support from a technical standpoint the carrying through 
of the developments which are going to be encompassed in the loans. 
They involve, of course, agriculture, industrial, development and, of 
course, the normal health program. 

Mr. Taser. You are asking for quite a considerable increase in 
employees and also quite an increase in mone’ 

Mr. ANprews. We had this last year, $3,704,000, and we are asking 
for $3.771.000, about $60,000 more money. 

Mr. Taser. Why would ‘you need it ina rich country like Brazil? 

Mr. Anprews. Of course, that is a rich country in natural resources, 
but they lack dollar exchange. 


AGRICULTURI AND FORESTRY PROGRAM 


Mr. Rowe. The principal increases come in the agriculture and 
forestry program, where we are increasing from 17 technicians to 28. 
We have not had an agricultural program in Brazil, but her northern 
states especially lack know-how in agriculture. Here agriculture is 
impoverished. The southern states of Brazil have a good deal of 
know-how. We are going in there also, but they may need less help 

Mr. Taser. Why do not they pass it around? 

Mr. Rowe. Their principal know-how is in the big crop of coffee. 
What we are shooting for in the northern end is diversification of crops 
and bringing these techniques to the little farmer. 

Mr. Taser. Whai do they raise in the diversified crops? 

Mr. Rowe. In northern Brazil they will be able to raise nearly 
everything that we raise in the United States. 

Mr. Taser. Is the territory there pretty close to the Equator? 

Mr. Rowe. Yes. But in the areas where they are clearing the 
jungle, they have shown that they can go in and clear the land, not as 
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we do in the United States with bulldozers, bui by cutting the timber 
and letting it fall and rot out. While they are trimming the branches 
off the large stuff, they plant whatever they can plant, with the forage 
crops in between, so over a period of years they are gradually beginning 
to learn how to clear the land. This will enable us to go in there and 
show them how they can do the same kind of things that are being 
lone in Peru. It is not a money program; it is a program of tech- 
nicians. 

The relatively large increase, 15 in the field of health and sanita- 
tion, from 25 American technicians to 37. Remember, 10 years ago, 
Mr. Taber, we had some 91 American technicians along the banks 
of the Amazon in the field of health and sanitation. Now, we have 
no Americans along 2,700 miles of the Amazon, but we have found it 
necessary to go in there and give them help in the Rio Doce Valley, 
which is a problem to the Brazilians. 

Now, the entire Amazon is staffed with their own doctors, nurses, 
and sanitary engineers. They have some water supply systems there 


now That is the reason for the increase in those two operations. 
CHILI 
Mr. Taser. We will now take up Chile. We will insert in the 


record the information on Chile 


(The statement referred to is as follows:) 














CHIL! 
General agreement signed Jan. 16, 1951 
lhousands of dollars} 
Estimated Proposed 
‘tual, fiscal ° : ’ 
_ “7 - _ - fiseal year fiscal year 
ee 1953 1954 
United States program cost bh] 
I ar 168. 4 329. 6 437.7 
For trainees 150. 6 180. 7 201.7 
I il 125. 3 290. 0 218. 3 
Fe pp ind equipment 3625.0 513.0 920. 0 
Total 1, 069. 3 1, 313.3 1, 777.7 
Esti t Chilean contributior $2, 346.0 $2. 815.3 $3, 276. 6 
Numt | ' | TRO 218 500 
Numt I i States techr 18 29 35 
Number training awards 3¢ 35 40 
f lition cial l $407,000, including 1 industrial Servicio 
> ra 
Cal ur vear ex fcr 
| ed States and Ser | ll 
Principa activity fields 
{In thousands of dollars 
Fiscal year Fiscal year 
1953 1954 
Agriculture i natural resources 530. 4 624.9 
General proje 
Educatio 20.8 214.8 
Health 1d Sanitation 465.9 494.5 
All other 258.8 393. 7 
Domestic program costs 37.4 47.8 
Total 1, 313.3 1,777.7 
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Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1958 


{In thousands of dollars] 


ludes program direction ts now shown under the administrative bud 


rYPIcAI ACTIVITY 


{gricultura op and livestock improvement, soi and wate Onse ttion, $521,400 
for fiscal year 1954 

Cooperative campaign to increase wheat production; expand acreage; improve 
varieties and diversify crops; improve dairy stock and increase milk production; 
demonstrate animal sanitation and artificial insemination; control animal and 
plant insects and diseases; demonstrate methods and techni yues of soil conserva- 
tion, water application and drainage \ survey has been made of wheat acreage 
in the Cautin Province and the distribution of improved varieties of wheat, forage 
grass seed and fertilizers was facilitated, and a program to encourage planti 
pasture crops in wheat-growing areas as a soil conservation measure has been 
tarted Plans for a joint project in the O’Higgins Province include agricultural 
extension, home demonstration and farm youth clubs 


Explanation of unexpended balance, estimated as of June 30, 1958 
I I : 


In thousands of doilars Unli 
obligations 
Grants 150 
Training in United States 200 
Other 163 
Total 813 
Remarks.— Authorizations during June: $100,000 health and sanitation grant 


$100,000 agricultural grant; $77,500 training in United States. 


Mr. Anprews. Chile is again about the same type of program that 
has been going on down there for some years, with increased em- 
phasis on agricultural development and extension. The total esti- 
mated 1953 program was $1,313,000 and proposed for 1954, $1,777,000. 
The principal increases are in agriculture and in health and sanitation 
I do not know what the “all other’’ is. 

Mr. Rowe. The principal increases in Chile, Mr. Chairman, are 
one man in public administration, one in transportation, one in 
natural resources, one in education, one in health and sanitation, 
and two in agriculture, forestry, and fisheries, which gives us a net 
total of six additional technicians needed for Chile. 

Mr. Taser. I would think as you go along you would be able to 
reduce instead of increase the number of technicians, if they have 
been accomplishing anything. 


HEALTH AND SANITATION PROGRAM 


Mr. Rowe. I think that is correct. We have made great changes 
in the program in Chile in the last year. For instance, we are now 
beginning to close up our work in the hospital field and in the field 
of health clinies. Yes, we do know that they need help in the field 
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of preventive medicine, and public health education, so as we 
establish and put them on the road in one phase of health, then we 
take them to the next phase. So the program is shifting, and we are 
not putting our money into the same things that we put it in 2 years 
ago. 

Mr. Taper. This setup has been operating down there for 10 to 
15 years. 

Mr. ANprReEws. Ten years. 

Mr. Taser. Why do you have to have $500,000 for health and 
sanitation after that length of time if you have been making progress 
and headway? That just does not sound reasonable. The $500,000 
is about a third of the money that you are spending down there. 

Mr. Rowe. May I state, it is true that we have been in there 
for 10 years. Although we have not spent large sums of money, 
they have been relatively large. 

Mr. Taser. A good deal more than this? 

Mr. Rowe. Yes. 

Mr. Taser. I do not see why this would be necessary at all after 
all the years you have been in there. You ought to have them to the 
point where they can take care of themselves. 

Mr. Rowe. Mr. Taber, that is correct. If you recall, with this 
program the first thing we did was to help them build small clinics 
and get them in business in a few hospitals. We aided them in hospital 
layouts and assisted with the doctors and nurses. We are now Sore 
with the other three-fifths of the people who live in the rural area 
and we are sending technicians into the field to help the people on 
do not have accessibility to other kinds of services. We are princi- 
pally working now with the control of communicable diseases, and 
we are helping Latin America to control these diseases through the 
model health services in the rural centers, by demonstrations and 
continued use of health education. We are not in exactly the same 
position that we were. We think that we are shifting as their needs 
shift, and we are finally getting out into the country. 

Mr. Fenton. Are there not three organizations, the World Health 
Organization of the United Nations and the Pan-American Health 
Organization? 

Mr. Rowe. That is correct. There are three organizations active 
in health. We delineate our programs so we do not work one against 
the other. It is true the World Health Organizations have actually 
used some of the health clinics that were built earlier. In other 
words, they are making full and effective use of them, but we do not 
duplicate their funds. There is no overlapping in jurisdiction or 
authority. In other words, we do not administer a program in which 
they actively participate. There is no multiple administration, let 
us put it that way. 

Of course, we work only where the Government invites us to work, 
and that really is the key. Sometimes they invite us to give 
assistance. Occasionally, the Government will invite the World 
Health Organization to assist them. We go only where we are 
invited. providing we think it is the proper thing to do. 

Mr. Care. It would be helpful if we could think in terms of the 
amount of the appropriations being caaceae «/ in relation to the needs 
and to the population in Latin America. We have been carrying on 
this program for a period of more than 10 years, and during that pe riod 
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we have put in something like $125 million. But the program all 
along has been a small one. It has been a technical assistance 
program. The amount that we are asking for this vear will amount 
to about 15 cents per inhabitant of Latin America, and it is not possible 
to do anything on a wide scale with that amount of money. It is a 
teaching program that has gradually grown, and we feel has had very 
benefic ‘ial effects. 

Mr. Rowe. It is not an impact program, and it was never so 
considered. We have never felt that we should go faster than the 
people can absorb this technical assistance. We can open up the 
floodgates, if you will, but that does not mean it is going to last, or 
that 1t will stay. 

These people have to learn to appreciate and grow with these new 
things that we are helping them with. 

Another thing that we might mention here is that the United States 
does not have a single program in the whole of Latin America. These 
are the programs of other governments. Why? Because they are 
putting in twice the money that we are, They are contributing far 
more people than we are, and we are helping them and guiding them. 

Mr. Fenton. What progress are you making in the health of these 
people? 

Mr. Rowe. We have wiped out malaria in great areas. In Haiti, 
where yaws was a terrible scourge, they are finally controlling that. 
We have worked with sleeping sickness and we are finally getting that 
under control. The yellow-fever front has been broken. There is 
very little of itnow. There were 1 or 2 cases in Costa Rica a year ago. 
We are getting these things under control. 

On the Amazon 10 years ago you could not drink water anywhere 
and be safe. Those small communities along the Amazon have 
probably taken 1 penny of our money as compared with 99 cents of 
their own from municipal funds, state funds, and federal funds. 
Along the banks of the Amazon you will find the fresh-water hydrants 
where people can drink, and you will find them beginning to under- 
stand sanitary systems. They know about the visiting nurses and 
clinics, and there is an awareness and an understanding in that part 
of the world. Of course, people who are sick with malaria cannot 
produce, and if they cannot produce they are in trouble. So, we 
have through health and environmental sanitation literally wiped 
out disease in certain specific areas. That protects our country 
because we do not want to have those things brought into the United 
States. 


TRAINING PROGRAM 


Mr. Anprews. Mr. Chairman, at this point I would just like to 
emphasize one phase of this program that we have not talked much 
about during all these hearings, and that is the training side of it, 
bringing those people to this country and then sending them back. 
In that part of the world over the past 10 years, we have been able 
to find out what happened to the fellow when he goes back. That is 
important. We should find out what happens to him when he goes 
back. 

I would like to insert in the record here just this one thing. Here 
are 74 trainees that have returned to Chile after training in the 
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United States, and here is what they are engaged in at the present 
time: 52 are physicians; 3 are in health and sanitation servicios; 5 
are in public-health service; 1 is in the university; 40 are in other 
Government services; 1 returned, 1 an emigrant, 1 a public-health 
educator in a servicio, 2 dentists in the Government service; | 
pharmacist and 3 nurses, 2 in servicio, 1 in Government service; 1 
hospital administrator, 1 chemist in Government service, 1 veterinarian 
in Government service, | architect in private practice; 10 engineers, 
2 in the servicios, 7 in aed rovernment agencies, and 1 in private 
business; 1 agronomist in Government service. 

The only thing that I want to bring out here is that this training 
program, if we do it right, is supposed to back up the technical pro- 
gram and then return people to their countries to carry on those 
things and become a part of it. 

At the same time, we hope that while they are here they learn to 
like America and then remain as a friend of America in those parts 
of the world. 

I thought in all of this long hearing I ought to put one of these lists 
in the record. 

Mr. ANpERSEN. How do you select the trainees who come here? 

Mr. Anprews. They are selected by the country and by the 
technical ministries in the country, and are submitted to our mission. 
They are screened for suitability and then they come to this country. 

Mr. ANDERSEN. Where are most of the Chileans trained in this 
country? 

Mr. Anprews. It depends upon what they come up here for. 

We try to find the best institutions in the United States that will 
give them training that will fit into the conditions that they have 
there. 

INCREASE IN FUNDS PEQUESTED 


Mr. Taser. The worst part of this picture is you increase each 
item this year except one for local costs. The “Supplies and equip- 
ment”’ account jumps from $513,000 to $920,000. The “Technician 
business jumps from $329,000 to $437,000, and $329,000 is double 
what it was for 1952. 

Now, if we are making progress, we ought to be reducing those 
figures instead of increasing them. The people ought to come nearer 
taking care of themselves. 

Mr. Anprews. In a way that is true, but you have to remember 
this: Latin America is one of the great areas of the world. There 
are many people there, and there are more problems there than in 
many other places in the world. In a small program like this you do 
not grow up overnight. You can just attack a segment of the problem. 
We could put 5 times as much money in, and I expect 3 times as many 
technicians. They are asking for more than we can supply, and 
these programs are more or less built on what we think is a solid 
minimum of absorption of technicians and what we can do. We bite 
off merely a piece this year. We will say, ‘‘You like this one; so, we 
will get going on it,’”’ and then there is another problem. 

Another thing is: as these countries develop, more problems 
develop. Take the simple matter of agriculture. You develop a 
nutrition program. The doctor says that the people need green 
vegetables and that sort of thing. All right; we say ‘‘We will have 
sardens.’’ You start off having a garden campaign. First, you had 
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better find out why the people are not already having gardens. You 
vo out and you will find that the insects and the bugs eat the gardens 
up if they plant them. So, you have to start in then on an insecticide 
program. 

Mr. Taper. It does not look like you are accomplishing anything 
when you have to keep on increasing the thing from vear to vear. 
This has been going on for 10 or 15 years. 

Mr. ANprReEws. 10 years, sir. 

Mr. Taser. It goes back more than 10 years. This goes back more 
than 15 years. After 15 years you should begin to reduce instead of 
increasing every year. 

Mr. Anprews. We started in this country about 50 years ago on 
agriculture and it is still growing. 

Mr. Taser. It is still growing. But that is our own agricultural 
setup and this is someone else’s. You ought to be reducing instead 
of increasing after 15 years. Either there is something the matter 
with your training or the approach to it. 

Mr. Cook. First of all, 1952 was the first year the Institute of 
American Affairs began operating under TCA. Up until November 
1951 we conducted programs only in food supply, health and sanita- 
tion, and education. It was 1953 before we had an integrated pro- 
cram. This increase from 1952 to 1953 is in consideration of bringing 
in these other things that the economy of a country needs. The 
increase from 1953 to 1954 is to pick up more of the needs and bring 
the program to the people, through training and other activities. 

Mr. Taser. What do you think our taxpayers are going to do? 
We are never going to be able to get our own problems solved. If we 
are going to help these other countries we should help them and get it 
over with instead of making the programs bigger and bigger. Frankly, 
I do not think you are making headway. You are going backward 

Mr. AnpreEws. This outfit has had something to do with the increase 
in trade between the United States and Latin America, and that has 
helped our taxpayers. I have supervised the expenditure of a great 
deal of American money, as you know, in Germany and elsewhere, and 
I can say sincerely I believe the American taxpayers get more returns 
for each dollar spent in this Latin-American program than in other 
parts of the world. 


ALLOWANCES OF UNITED STATES PERSONNEL 


Mr. Fenton. I know one thing you have done that has not helped. 
Your living allowances and rentals to your people have been so high 
that people working for private concerns down there have a hard time 
finding places to live within their living allowances. 

Mr. AnprEws. That is probably so. 

Mr. Fenton. That is a bad state of affairs. 

Mr. AnprEws. That presents us with a terrifically difficult problem, 
because our allowances to our people are based on State Department 
allowances. If we did not do that we would have second-class Amer- 
icans down there. I would be glad to put in the record a letter in 
which we have stressed to our people to refrain from using their 
allowances for ostentatious living. 

Mr. Fenton. Private people down there are faced with this problem. 

Mr. Rowe. There are not only American technicians in there, but 
Argentine technicians and embassy personnel from other countries. 
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When you examine the problem, take Asuncién, where you have a 
very limited number of homes—not palaces, but just homes—when 
we find out prices are going up we examine them, and it is true we 
have a certain number of technicians in Asuncién, but they are small 
when considering the total population. Our men are trying hard to 
live within their means. You have the Argentines in there, and 
various other groups, so our technicians are only a small part. Re- 
member also that many of our technicians are in the jungles and 
mountains; they are not all in the capital cities. For every man in 
a fine home we have people in pretty miserable places. 

Mr. Taser. How many people do the other countries have? 

Mr. Rowe. I was there about February 10, and at that time the 
men came to me and told me of the problem they had, where they saw 
a house and a man wanted so much money for it, whereas another man 
had vacated it and the rent was doubled. So we made a survey of 
Asuncién as an example. 

Mr. Taser. How many people have these other countries got there? 

Mr. Rowe. | would say the foreign national population of Asuncién 
is about 400 in the city itself. 

Mr. ANDERSEN. You mentioned the Argentine technicians. Does 
Argentina specialize in sending technicians to the other Latin-Ameri- 
can countries? 

Mr. Rowe. Argentina is interested in Latin America just as the 
United States is interested. 

(Discussion off the record.) 

Mr. Taser. You have nearly a 30-percent increase for Chile; you 
have a 20-percent increase in Bra il; and you have just about an 
even figure for the others. Then when you get to the next one, 
Colombia, you have a 70-percent increase. That is the thing that 
bothers me. We will never get anywhere if we keep that up. 

Mr. Rowe. In seven countries we show decreases. 

Mr. Taser. We have not struck one yet except 1 decrease of $3,000. 

Dr. Pancoast. The total increase for the whole area is less than 
15 percent. 

Mr. Taser. Any other questions? 


SANITATION AND HEALTH PROGRAM 


Mr. Rooney. I would like to ask you, What is the effect of the 
medical services phase of your program? 

Mr. Anprews. Very marked. The trouble is there are simply not 
enough medical people. 

Mr. Rooney. Do you feel that by rendering medical services to 
these people we are making them our friends? 

Mr. ANpREws. Very definitely. 

Mr. Rooney. And you think that is highly important? 

Mr. ANDREws. Yes, sir. 

Mr. Rooney. And very effective? 

Mr. ANDREws. Yes, sir. 

Mr. Roonry. How much money is in this bill for medical services? 

Mr. ANprews. The total bill? 

Dr. Pancoasr. About one-fourth of. the Latin American figure is 
for health and sanitation, which is largely preventive and not treat- 
ment. 

Mr. Rooney. I will leave the name of this country off the record. 
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With regard to [deleted] there is a population there of 4 million people? 

Mr. AnpReEws. Yes. 

Mr. Rooney. How do you justify the statements you have just 
made with the following language from your justifications, referring 
to page IIT 114: 

The major accomplishments of the United States technical assistance program 
to date. however, have been in the work in sanitation and health where a handful 
of United States technicians have both trained a substantial corps of [deleted] 
and have rendered actual medical services to approximately 580,000 [deleted] 
a year 
Five hundred and eighty thousand is more than 1 out of every 7 
people in that country. How do you jibe that with your previous 
statements and witb the statement of Mr. Ohly that this country is 
ready to blow up in our face with anti-American sentiment? 

Mr. AnpreEws. Would you like to answer that? 

Mr. Rowe. I would like to try. The 580,000 does not mean 
580,000 different individuals. 

Mr. Roonry. Maybe some people went back 2 or 3 times 

Mr. Taser. How many doctors did you say you had there 

Mr. Rowe. I think there we have three doctors. 

Mr. Taser. And they treated 580,000 natives? 

Mr. Rowe. No. This treatment is in the health clinics. The 
treatment is practically all rendered by [deleted] nationals. We are 
there to train pe ople how to operate these institutions, not to actually 
prescribe treatment or make the diagnosis. This work is being done 
where we can reach the greatest number of people, in the cities, but 
you still have all these people living outside the capital cities. May 
| go off the record? 

Mr. Rooney. We shall leave the name of the country off the record, 
but I would like to know on the record how you jibe the answers to the 
questions asked a while ago with this language which says medical 
services were rendered to 580,000 [deleted] a year. 

Mr. Rowe. They do not have the dollar income to buy the things 
they need. They feel kindly toward us when they know the United 
States has done this, and they know we have done it. They feel 
better when their children are well and their wives can go be taken 
care of. However, when the Government gets in trouble beyond the 
control of the people, they must change their whole economic pattern. 
The people are not against the United States, but if they are hungry 
and cannot change over, there is difficulty. The purpose is, while the 
chs ange 1s coming, to teach them how to produce food in abundance, 
and there is an area there in which we feel they not only can produce 
these things, but will have an export market. 

Mr. Rooney. Will you try to relate all this to the medical services 
rendered these people? I should think rendering medical services 
to people would make them your friends for life. I have been voting 
for these appropriations on that theory. 1 am utterly ge to 
find you treat 1 out of 7 of the population in [deleted] and discover 
the whole thing is ready to blow up in our faces. 

Mr. Rowe. We do not treat 1 out of 7 

Mr. Roonry. You do say in the justifications that you treated 
580,000 in a year, and the total population is 4 million. But that is 
all right. Maybe some of the m went back twice. 

Mr. Rowe. I think a man’s goodwill for a country stays, but if he 
is hungry, then, of course, the first thing he thinks about is, ‘Where 
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do I get food”? We are not trying to put an economic aid program 
in [deleted]. We feel they have in their own power, provided we 
give them technical assistance, the ability to change their economy. 

Mr. Rooney. If you feel you have answered the question, we will 
let it stand at that. 

Mr. ANpREws. No 

Mr. Onry. The attitude of a people toward this country is the 
product of a number of factors. In the case of [deleted] it is influ- 
enced by Communist agitation. They have been led to believe that 
the United States is responsible for the economic plight in which 
they now find themselves. 

You will not win the friendship of a country completely by a par- 
ticular program, say a medical program. These things build slowly 
What would the attitude of (blank) be toward us today if we had 
not undertaken some of these programs? 

Mr. Rooney. From what you said a while ago, maybe it would 
not be any wors¢ 

Mr. Oury. I cannot speak as an expert on (blank). I am just 
saying you cannot take a single element in a program and expect out 
of that to get a result that affects the total attitude of the people 
toward you. 

Mr. Roonry. We should have many friends there and should not 
be confronted with the situation you describe. 

Mr. AnprReEws. I would like to make a comment off the record, and 
it is an Andrews view and not an official view. 

(Discussion off the record.) 


FOREIGN TECHNICIANS IN ASUNCION, PARAGUAY 


Mr. ANpprRsSEN. Mr. Andrews, I do not think you gave the chair- 
man a complete answer to his question as to the breakdown of these 
400 foreigners in Asuncién, Paraguay. Who are these 400 people? 

Mr. Rowe. Members of the various embassies represented in 
Asuncion; plus a few businessmen; plus a few educators; plus people 
from our organization; plus a few from the Organization of American 
States; plus several Argentine technicians. 

Mr. AnpeRsEN. How many technicians from other countries are 
doing similar work to the work your technicians are doing in Asuncion? 

Mr. Rowe. The only ones I know are the Argentines. 

Mr. AnpeRsEN. How many do they have compared to ours? 

Mr. Rowe. I do not know. 

Mr. ANDERSEN. Will you supply an estimate to the committee later? 

Mr. Rowe. I will. I know there is a university of law there, and 
Argentina is trying to provide all the teachers for the lawyers 

The following was submitted later: 


Non-PARAGUAYANS REQUIRING LIVING QUARTERS IN ASUNCION, PARAGUAY 


Report from Asuncion as of July 14, 1953 


Non-Paraguayans in Asuncion Non-U.S U.S Total 
Diplomatic missions 316 *66 382 
Military missions 27 25 52 
Religious groups 2 84 86 
Commercial representatives 300 | 9 | 309 
UN Staffs 31 7 | 38 

| a Sad 

1 

Potal 676 | 191 | 867 





Diplomatic and ¢ commercial figures se estim ited, all others actual 
*Includes 45 employees of the Technical Cooperation Administration. 
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COLOMBIA 


\lr. ANDREws. Shall we continue with Colombia? 
Mr. Taner. I guess we might as well. We will insert the statement 
in the record 


The statement is as follows 





Gene , on qr Ve » 19 
thousar lolla 
net I at Proposed 
yo fiscal year fiscal yea 
. ? 1953 1954 
ates | 1m costs (obligat 
" } ian 2 34 0 ix 
} 14s S25 » 
} eost t t 7 
I pplies and equipment 187.0 0 ‘41 
Total 721.8 04 1, 788 
Estimated Colombian contribution $2, 596. 5 $3, 115.8 $3, 583. 2 
umber of local personnel 523 797 600 
Number of United States technicians lf 39 Tt] 
Number of training awards ‘) 19 74 
11 additional technicians; increased local costs; 1 new program 
55 additional trainee awards 
Servicio grants 
Increased servicio grants ($240,000 
United States and servicio payrolls 
Prin pa activity field 
{Lr thou ‘ 1 f 1 la 
k ear Fiscal year 
LY. 1054 
Agriculture and natural resources 84. 1 832 
General projects 
Education 21 
Health and sanitation 305. 1 455. 2 
All other 81.5 SOS 
Domestic program costs >. O 80.8 
Potal 1,004.3 1, 788, 1 


Total cumulative utilization of TCA funds (fiscal year 1952 and fiscal year 1953 


{In thousands of dollars] 


As of June AsofJu 
3 152 x). 19 
Authorizations 738 1 1 
Obligations 738 1. 791 
Subobligations 
Expenditures 397 1. 310 
Unexpended balance 341 481 


Includes program direction costs now shown under the administrative budget 
TYPICAL ACTIVITY 
Agricultural extension and rubber development, $569,000, for fiscal year 1954 


Modernization and expansion of the Ministry of Agriculture’s extension system 
and the agricultural educational system; improvement of soil fertility, plant 
breeding, and other measures to increase coffee production; exploration of new 
varieties of rubber trees and assistance in the operation of a pilot-type rubber 
plantation; assistance in food processing, especially citrus fruits; and surveys 
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of areas where agricultural production may be improved through irrigation, 
drainage, and flood control 


Explanation of unexpended balance, estimated as of June 30, 1953 


In thousands of dollars] 
Unliquidated obligations 
Grants itpietece Wee 
Training in United States ee 41 
Other 248 


Total 5 48] 


Remarks.—Grant agriculture, $100,000, just negotiated. Additional contracts 
authorized: Health, $41,000; private investment, $30,000. 

Mr. Anprews. The program is similar in nature to those we have 
been describing. The amount requested for fiscal year 1954 is 
$1,788,100, against $1,004,300 for fiscal vear 1953. 

Mr. Taper. It is almost an 80-percent increase. 

Mr. Anprews. There has been a substantial increase. 

Mr. Taner. That seems to be the story everywhere, a great big 
increase. 

Mr. Anprews. This particular increase is primarily brought about 
by an attempt on the part of Colombia and our organization and 
Michigan State College to make a genuine setup of an extension serv- 
ice, a research program, and tie it in to their existing agricultural 
knowledge. What we are trying to do for this country—which is a 
relatively well-to-do country and where the big crops are well taken 
care of 
Mr. Taner. How long do you figure these programs will have to 
7°09 on? Forever? 

Mir. ANDREws. No, sir. 

Mr. Taner. It seems like we are getting worse and worse. 

Mr. Anprews. If I could say, speaking from a personal viewpoint, 
I should think this ought to be the peak in amount of money we will 
use in Latin America on the technical-aid program. As you know, 
there is terrific pressure on the part of Latin-American people. They 
feel we have largely passed them by in our aid programs, and there is 
continuous pressure to increase the amounts. 

Mr. Taner. There is continuous pressure from back home to cut 
them down. 

Mr. Anprews. That is right. 

Mr. Taser. And they are increasing by leaps and bounds. And 
every time you make another big increase you increase that pressure. 
That is what you are doing with this. 

Dr. Pancoasry. Our program as a whole has been cut down one- 
third this year for the TCA program. 

Mr. Taner. We struck one place where there was a decrease of 
$3,000 

Dr. Pancoasr. Latin America has been increased 15 percent, but 
the 3 regions as a whole have been reduced 25 percent. 

Mr. Taner. It has been going on 15 vears and has increased every 
vear as far as I can tell, and it has been the same story right along 
that, if they did not have it this year, they would all go sour on us. 

Mr. Anprews. I would not say that. I have never said this 
progra.n will save the world or solve the problem of communism, 
[ only say it is one small attempt to work with people to readjust some 
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of their basic economic problems, which we hope will make for a 
little more stability. You can take all the tanks in the world and 
line them up, and you may stop the Russians from coming in, but 
you will not stop communism. 
’ Mr. Fenvon. Off the record. 

(Discussion off the record.) 


SATURDAY, JuLY 11, 1953. 
Mr. Taser. The committee will come to order. 
INCREASE IN PROGRAM FOR LATIN AMERICA 


Mr. Anprews. I have a point that | would like to make. The 
chairman is rightly concerned about the fact that perhaps we are 
increasing these programs in Latin America a little this year. I would 
like to review the technical-assistance program briefly that has gone 
on in the last 3 years. 

For the countries that we are aealing with today in Latin America 
and throughout the world, the appropriations for this work were 
$193 million in 1952. In 1953 it was $172 million. This year we 
have dropped to $140 million, which | think, sir, would indicate that 
at least we are not trying to build it up all over the world. We are 
trying to pull it down to some reality. 

It is true that in Latin America there has been an increase of about 
$2,700,000 this year. I could give you a lot of reasons for that. 
Some of our superiors in our Government feel we ought to take a 
greater interest in Latin America. 

Latin America is the area of our greatest investment of American 
capital; it is the area where the greatest trade goes on, and it is our 
neighbor. It is felt that this relatively small amount of money down 
there is helping to hold that part of the world as a friend 

The big point is that we are actually, with them—and we do such a 
small part of it—developing the economies of the countries down there. 

I am relatively new in this whole thing. I went into this a year 
ago, but I was in areas in Latin America within the past year where 
whole communities have grown up and great investments have re- 
sulted from the pioneering work that the technicians of this country 
and the technicians of those countries have worked together on. 

Now, there is the question of whether we are going to go on and keep 
raising the ante, as you say. It is true that as you attack and finish, 
or get one job done, there are always other jobs to do. I think that is 
a matter of policy for the Government to determine. If our Govern- 
ment decides it is time, after we finish this particular job, to move out, 
[ would be one fellow to say if we want to do it that way that is the 
way it should be done. As long as it is the policy of our Government 
to make this modest effort down there; as long as the countries them- 
selves are asking repeatedly and continually for expanding programs; 
as long as they are putting about twice as much money into this effort 
as we are and are putting something running into thousands of their 
own people behind it, then I feel what we should do is to meet them 
halfway on that deal. That is the basis for this increased program. 
It is partly the policy of our Government and it is partly from the 
demands of the people themselves for this increased effort. 
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PROGRESS OF THE PROGRAM IN LATIN AMERICA 


Mr. Taper. As I told you yesterday, the thing that bothers me is 
that you have been operating 15 years down there, and if you have pro- 
vided any technical assistance to those people and have been doing all 
these things all that time, we should show some progress. 

Mr. ANprews. May I just give you one more illustration. In the 
Peruvian area of the jungle beyond that high altiplano, namely, Tingo 
Maria, 8 years ago a few American technicians went into that area on 
basic agricultural research to find out what could be grown in that par- 
ticular area. The community in which this station was set up had 
about 500 people. They started to work and began finding out and 
trying to introduce types of plants, Cuban corn and things of that sort. 
One scientist from the Department of Agriculture was a plant pa- 
thologist. He had a term of 2 years down there. He had with him, 
paralleling him, a young Peruvian, and when his 2-vear contract ended 
his message—and I happen to know personally about this—to the 
Department of Agriculture was: 

Do not send another pathologist down here. This Peruvian has already got 
the Jin He is as competent as Tam. Leave him in charge of this particular 
section of this station 

That was done. That man right now is carrying on. 

There are a dozen or 15 other scientists there on rubber, oranges, 
corn, bananas, and that sort of thing, and when I was there last 
summer there was a Peruvian in front of everyone of those fellows. 
We were taking the secondary role. People had been trained to carry 
on. You might say, “Why are you working at this late date to start 
an extension service?”’ 

The facts are, sir, you have to find out what there was to extend 
before you have anything to extend. You had to find out about the 
crops. You had to find out about insecticides which would knock the 
crop diseases that would hit the country. 

So that phase of this is moving. Peruvians are taking it over. 
They are handling that. 

We are increasing the number of people that are working in the 
field of extension methods. 

In this particular little community that I spoke of a moment ago, 
there followed soon a little clinic, the crudest sort of clinic you ever 
saw, where people would come in and get inoc ulations and that sort 
of thing. The community within the past 2 years has built its own 
little bit of a crude sort of clinic where the sista get inoculations for 
smallpox and that sort of thing. They bring the kids in there. 
These mountain Indians are streaming in there. There is one Ameri- 
can doctor there, and I suppose a half dozen of the Peruvian people. 
They have been trained over the past year in this health clinic down 
in Lima and other places under the program. Maybe that is boon- 
doggling ; maybe it is boy scouting, I do not know, but I maintain 
if it is our policy, the policy of this Government, to help this part of 
the world, this is the one constructive way to do it. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Taser. The thing that bothers me is that you have gone 15 
years and you do not show any results. You do not show where you 
can taper off. It is discouraging. 
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COSTA RICA 


We will now take up Costa Rica, and insert the information on that 
country in the record at this point. 
(The information referred to is as follows:) 
Coasta Rica 
General agreement signed Jan. 11, 1951 


[Thousands of dollars] 








Actual Estimated Proposed 
fiscal ar fiscal I fiscal ) 
1952 19 1954 
ited States program costs \obligat 
For technicians- 17.8 437.0 
For trainees 1.6 8 
For local costs 216.0 6.8 70.8 
For supplies and eq n 4 666. 0 225, 0) 0 
otal _ 1, 291.4 877.1 1, 133. 4 
Est i Costa Rica tribution SQR5. ( $1 O62. ( ‘ 
\ t of local perso l 434 OK 
United States t 4 ; { 
N I f training award 4 
8 additional technicians; higher local costs 
114 additional training awards 
Servicio grants 
4 Includes a special project, work-horse breeding and machinery por 
5 Increased grants ($100,000 
United States and Servicio payrolls. 
, ' 
Principal activity fields 
[In thousands of dollars 
Fiscal year Fiscal year 
1953 1954 
Agriculture and natural resources 525.7 557.9 
General projects 
Education 
Health and sanitation 201. 4 319.8 
All other 122 213. 2 
Domestic program cost 27.7 42 
Total 877.1 I 3. 4 


Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953 


[Thousands of dollar 


As of June | As of June 


30, 1952 30, 1953 

Authorizations.- -. 1, 299 2, 223 

Obligations 1, 299 2, 22 

Subobligations 

Expenditures 943 2, 074 
Unexpended balance . - - 356 149 


Includes program direction costs now shown under the administrative budget 
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TYPICAL ACTIVITY 
Agricultural research, extension and soil conservation, $525,900 for fiscal year 1954 


Research to increase production of coffee, rice, citrus and other tropical crops 
and study of techniques for increasing rubber production; extension programs 
for imparting basic agricultural knowledge and techniques to farmers and youth; 
technical services to farmers in soil conservation and irrigation and establishment 
and operation of a heavy machinery pool to open new lands and assist in culti- 
vation. 

Production of food crops has been markedly increased through operation of 30 
extension agencies tice, corn, beans, tomatoes and beef, formerly imported, 
are now exported. Irrigation systems have been installed for 10,000 acres of 
farmland and erosion control measures for 20,000 acres and 2 heavy machinery 
pools, operating on a reimbursable basis, have been established. 


Explanation of unexpended balance estimated as of June 30, 1953 


[In thousands of Collars] 
Unliquidated 
ohligations 


Grants 2 
Training in United States 25 
Other 122 

Total 149 


Remarks: Additional training authorized, $20,000. 


Mr. Taper. Here you have a 50-percent increase. Why is that? 

Mr. AnprEws. A general expansion of the program, principally in 
the form of technicians and principally in the form of health and 
sanitation, and some work in general industrial handicrafts and other 
developments. 

[ have here a brief report which came to my desk day before yester- 
day which gives you some idea of the work that is going on down there, 
and the meaning of it. As you know, cacao grows in that part of the 
world, and that is what you make chocolate out of. The diseases in 
that area in the last 5 or 10 years virtually destroyed the whole source 
of supply. So American scientists from the Department of Agriculture 
went down there and went to work and they did lick that disease and 
the cacao plantations are coming back. 

Here is a statement that I would like to read: 


The scientists down there working on that sav: As the result of conversations 
with a servicio regional agent, a businessman of Puerto Limon, became interested 
in reclaiming rundown cacao plantations in that area. Acting on the advice of the 


agent, he purchased a 100 hectare semiabandoned plantation for $25,000, followed 
servicio advices on operations, and was offered $125,000 for the plantation after the 
first vear’s crop. He sold his third crop for $95,000. 

The only point that I am making is that here was an industry in 
that part of the world that had been abandoned and was being 
abandoned because of disease, but by the work of scientists of this 
country that area is being restored to productivity and to worthwhile 
industrial enterprise. 

I think if we look at the trade statistics on Costa Rica we will get 
an idea of the rising trade between that country and the United 
States, not because of this cacao situation, but because of the total 
overall development. 

Mr. Taser. There has been a big increase in trade, all right. 

Mr. Anprews. Very definitely. 

Mr. Taser. Here you are asking for a 50-percent increase. 

Dr. Pancoast. Twenty-nine percent, si 
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Mr. ANDREws. $1,133,000 is what we are asking for. 

Mr. Cannon. In this particular instance, where this crop was sold 
for $95,000, was that money invested in American goods? 

Mr. ANDREws. Yes. 

Mr. Cannon. Would it mean increased American trade? 

Mr. Anprews. Yes; if we buy the cacao from that part of the 
world. They certainly cannot trade with us unless they have some 
money. 

Mr. Taser. Cacao exports in 1938 were 5,500 metric tons. In 
1951 they were 2,700 metric tons. The big item of export in 1938 
was coffee, 25,000 tons, and in 1951 it was 18,000 tons. 

Mr. ANprReEws. Right. 

Mr. Taser. Bananas jumped up from 5 million stems to 10 million 
stems. 

Mr. AnprEws. The cacao was virtually destroved during the wat 
period by this disease, and it is just now beginning to come aback 

Mr. Taser. The total exports to the United States run to $48 
million and imports from the United States, $36 million. They 
have a pretty good balance of trade. They ought not to be too bad 
off financially. 

Mr. Anprews. They are not, sir. 

Mr. TasBer. You have $213,000 for ‘‘all other’ items in here 
jumping up about 100 percent. 

Dr. Pancoast. It is still less than the year before, sir. 

Mr. Taser. You took a drop last year and this time you are 
comong back. 

Mr. ANprREws. Yes 


CUBA 


Mr. Tasper. We will now take up Cuba, and at this point in the 
record we will insert the information on Cuba. 
(The information referred to is as follows:) 


CUBA 


General agreement signed June 20. 1951 


Actual Estimated, Pro} 
fiscal year fiscal year fiscal year 
1952 1Or 1 


United States program costs (obligations 
For technicians 1.8 131.7 BS. f 
For trainees 58.4 18. 5 3 
For local costs 43.3 107.0 4 
For supplies and equipment 


Total 153.5 257. 2 257 


Estimated Cuban contribution $60.0 $100.0 $11 
Number of local personne! 3 3 10 
Number of United States technicians 6 11 ] 
Number of training awards 24 uv 


! Provides for 6 additional technicians 
? Local costs higher in 1953 than 1954 owing to setting up facilities for program operations 
3 United States and Servicio payrolls 
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In thousa of dollars] 
Fiseal year Fiseal year 
1953 1954 
4 1 2 { 122 8 
Ly 
H 
All 12. 1 58. 3 
T) 11.7 15.4 
ca 
Tota nulative f zation of TCA funds! (fiscal year 1952 and fiscal year 1958) 
rr ul lolla 
As of June As of June 
30, 1952 30, 1953 
Autt 161 427 
UO 161 427 
Xx 68 349 
x 1 ta 13 78 
n under the ad budget 
rYPICAL ACTIVITY 
lg ira esearcl nd fibe leve opment, $1 4D AOO for fisca jear 1954 
Continuing participation in the Cuban program to develop kenaf as a substitute 


} 


or jute with emphasis on engineering development of decorticating machinery, 
levelopment of disease resistant varieties of kenaf and an extension program to 
e instructions in its cultivation and processing 
Erplane 0 ot expended balance, estimated as of J une 30, 1958 
isand { dolla 
Unliquidated 
obligations 
(jral 
Training i ited Stat 12 
Other 36 
Total 78 
Remarks: Additional training authorized $25,000 


Mr. ANprEws. This is a program that has been carried on in Cuba 
almost as a United States project for the last several years in the 
development of kenaf, the fiber. I might tell you, sir, the question 
as to whether we will continue this work on kenaf is a policy matter 
which is being taken up with the Munitions Board and the Government 
at a high level. This has developed over the years. Not only can 
vou"produce the kenaf there, but these are disease-resistant varieties. 
The work is principally confined to the processing of it by mechanical 
means 

The Cubans themselves have invested a great deal of money in the 
development of this, and it is a small program. The main program 
in Cuba is the kenaf project. It was started because the United 
States was trying to get these countries to produce a fiber so that we 
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would be less dependent on the jute market in the Far East in case 
of war. 

Mr. Taser. How much is the program? 

Mr. ANDREWS. $257,500 is the proposed program. 

Mr. Taser. The same figure as last year. 

Mr. Anprews. Yes, just about 

Mr. Taser. You are jumping up the item for technicians. This 
country is pretty well fixed, is it not? 

Mr. Anprews. Financially; yes. 

Mr. Cate. They are faced with a very serious problem because of 
the decline in sugar prices and demand. They have had to cut 
back their sugar crop very substantially. They are our most readily 
expandable source of a sugar supply during wartime. 

Mr. Anprews. There is an important factor in there. This kenaf 
can be grown on sugar land with about the same labor force, and is 
a diversified source of income. The increase in technicians is accounted 
for by a large number of engieers who are being paid for from the 
Bureau of Agricultural Engineering, the Department of Agriculture, 
to develop a machine that will take this fiber off of the plant rather 
than having to do it by hand. If you can do that, you will have 6- or 
7-cent fiber. It is fantastic what you can do. 

The fiber is as good as jute, or better. If you can lick the matter 
of mechanical harvesting, or decortication, you will have something. 

One of the engineers at Beltsville has designed a decortication ma- 
chine, and he is on a trip down there now to test it out. If you can 
lick that problem, vou will really have something. 

Mr. ANperseN. The sugar situation has been mentioned. Under 
the agreement we have with Cuba, exports of sugar to the United 
States remain more or less constant; is that not so? 

Mr. Cate. That is right. We increased our importation of sugar 
during wartime. Our quotas have gone back into effect in peacetime, 
and the Cubans have to look to the world market to get rid of most of 
the increase in production. 

Mr. ANpersEN. Their present difficulty, then, is selling that excess? 

Mr. Caue. That is correct. 

Mr. AnpersEN. After all, they are in no worse situation than our 
own sugar producers, as far as the market is concerned? 

Mr. Cate. They will sell a substantial part of theirs on the world 
market. Only a part of their production is for sale in the United States 
All of ours is sold domestically. There is that difference. 

Mr. Gary. What accounts for the decrease in the exportation of 
molasses? It is less than in 1938. 

Mr. Cate. There are a number of factors involved there. I think 
the development of synthetic alcohol is one of the answers to that 

Mr. ANDERSEN. What is the reason for the increase in the number 
of technicians? That is difficult to understand. 

Mr. ANprews. Sir, that is branching out into the engineering 
research on the development of the decortication machine. 

Mr. AnperseEN. It has to do entirely with that feature? 

Mr. ANprEws. Yes. It might be for some plant pathologists for 
a short time 

Mr. ANpgERSEN. If you want to expand on one program, why not 
retrench on another? 
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Mr. Anprews. That may be true. As you know, on this agricul- 
tural front you have to make a continual attack on the diseases and the 
insects that attack crops 

Mr. ANpeRSEN. We also well know from our work on the subcom- 
mittee for agriculture that at some time some of these projects should 
come to an end. 

Mr. Anprews. This is for the decortication of kenaf. It is all 
kenaf 

Mr. Fenron. What about the development of mineral resources? 

Mr. Anprews. They are requesting us to send some technicians 
down, and I believe we have one down there now to work with their 
development bank on the exploration of minerals on the island. There 
are said to be considerable important deposits of metals important. to 
the United States 

Mr. Fenron. Do you know what they are? 

Mr. Anprews. I do not, sir. 

Mr. Care. Nickel is one of them 

Mr. Anprews. I was down there this summer, and they were really 
hitting me on that. They want a whole flock of people, but we have 
not been able to accommodate them on that. We think that they 
ought to pay for some of them themselves. 


DOMINICAN REPUBLIC 
Mr. Taner. We will now take up the Dominican Republic and 
insert the information in the record at this point. 


The information referred to is as follows:) 


DOMINICAN REPUBLIC 


General agreement signed Feb. 20, 1951 


thousands of dollar 
P irr ] > wl 
Actual, fiscal Esti ated, Proposed 
ze fiscal vear fiscal year 
vear 19 a S 
1953 1954 
T ~ 
{ ¥ 143. 3 224. 1 
IR. 2 76. f 
eA st 62,2 78.1 95.8 
equ 75.0 100. 0 $150.0 
212. § 360.0 546. 5 
I mated Dominican Republic contribut $193.8 $148.6 $170.9 
N loeal per 1 33 50) 
Number of 1 ed Sta techn - 1 19 
N ng awards 9 10 is 


$100,000 CA lture, $50,000: and Health $50,000 
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Principal activity fields 


[In thousands of dollars} 


Fiscal year Fiseal year 


1953 1954 
Agriculture and natural resources 74.5 151.9 
General projects 
Education 202. 0 228. 2 
Health and sanitation 26.8 115.7 
All other 14.4 2 
Domestic program costs 12.3 23. 1 
Total 5H0. 0 i 
Total cumulative utilization of TCA funds (fiscal years 1952 and 1958) 
{In thousands of dollars 
A f June \ June 
0, 1952 0, 19 
Aut horizat ons 224 t 
Obligation 224 f 
Suboblig itions 
Expenditures 169 rv 
Unexpended balance 
Includes program-direction costs now shown under the ad ministrative budget 


TYPICAL ACTIVITY 


igricultural research, rubber development, and fisheries, $138,800 for fiscal year 1954 


Cooperation with Dominican agencies to increase and diversify agricultural 
production and to introduce modern crop practices, soil-conservation techniques, 
methods of insect control, and to develop trained personnel. Agricultural research 
provides assistance with such crops as tobacco and cotton, studies insect problems 
including the establishment of an adequately equipped laboratory. It is working 
in the use of fertilizers and erosion-control methods 

Rubber research and development activities are producing hybrid varieties of 
disease-resistant rubber trees, in the expectation that a full-scale commercial 
rubber program can eventually be put into operation. Farmers have received 
budded trees from the experimental plantation at Piedra Blanca. A fisheries 
specialist was detailed in the last part of fiscal year 1953 to survey coastal areas 
and to determine the feasibility of developing a fisheries industry. He is advising 
yn improving methods of catching, processing, and marketing fish 





Explanation of unex pended balance estimated as of June 30, 1958 
{In thousands of dollar Unliquidated 
hliga 
Grants 
Training in United States 6 
Other 114 
Total__-_- 120 


Remarks: None 


Mr. Taser. This is a 40-percent increase. 

Mr. Anprews. Principally in education and in agriculture again 
We have had a pretty important and extensive rubber-research pro- 
gram down there which is primarily in the interest of the United States, 
because we have been trying to develop rubber for that part of the 
world so that we could have our source of supply near. 
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As I mentioned in the earlier part of this hearing, the rubber pro- 
gram after the next year is under review at the present time, and a 
determination will be made by the Government whether it is to our 
national security to carry it on or not. It is of economic interest and 
value to these people. 

The other has to do with vocational education and agriculture, and 
some work in fisheries as a means of getting a little better protein diet 
for the mass population of that part of the world. 

Mr. Taser. Your health and sanitation figure is jumping from 
$26,000 to $115,000 

Mr. Rowe. For the establishment of a nursing college, and there 
are nurses that will go down and help with their curriculum and 
advance training. It is something that they have never had in that 
country 

Mr. Taser. What is the population there? 

Mr. Ouny. 2,167,000 

Mr. Taser. They have exports of $114 million, and imports of $57 
million, indicating a balance of trade of 2 to 1. 

Mr. ANprews. With the United States? 

Mr. Taser. Their trade with the United States is about even, 1 to 1. 
Their trade outside the United States is bigger than their trade with 
the United States. 

Mr. ANpreEws. Yes 

Mr. Taper. It would seem to me they ought to be able to pay for 
what they get rather than having to have a handout from the United 
States. They are better off than we are. 

Mr. Anprews. There again, sir, in a country like the Dominican 
Republic, you cannot quite deny them these things if the other 
countries of Latin America are getting them. About all you do in 
there is to encourage them and insist that they bear more and more of 
the load. The main increase in that agriculture this year is in the 
fisheries field, where a technician is being sent in to develop the 
fisheries. 

Mr. Taser. You have had a steady increase there for 3 years now. 

Mr. Anprews. That is right. It is a small country. 

Mr. Rowe. They are increasing their ratio. Their contributions 
are 2 to 1 in the educational program, and we are expecting them to 
increase their share. 

Mr. Taser. They are one of the countries putting up a great deal 
less than we are. 

Mr. Rowe. Right. 

Mr. Taser. We are the good uncle. That is about the size of it. 
The other countries that we have been over are putting up a good 
deal more. This is the slimest picking of any of them. 

Mr. ANpreEws. I do not know whether the State Department wants 
to comment on the political angle or not. 

Mr. Cate. I do not think political relations explain the ratio of the 
contributions. 

I would call attention, though, to the fact that this is a relatively 
poor country, as the figure on national income or per capita income 
would indicate. 

Mr. Taper. It is notso bad. They are picking up pretty fast. 

Mr. Care. That figure of $70 per capita is for 1950, and the $136 


} 
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per capita compares with something like $1,450 per capita on the same 
basis in the United States. 

Mr. Taser. But they are down there where it is warm, and the 
statistics undoubtedly do not show anything about what they raise 
which provides most of their living. You cannot pay too much 
attention to the per capita income. 

Mr. PassmMan. Is it not true their dollar buys much more in their 
country than our dollar buys here? 

Mr. Cage. Somewhat more foodstuff, but a great many of their 
imports do come from us. So, the prices for the imported part of their 
supply are as high as in the United States. 


ECUADOR 


Mr. Taser. We will now take up Ecuador and insert the informa 
tion in the record at this point. 
(The information referred to is as follows 
EcuaDoR 
General agreement signed May 8, 1951 


{In thousands of dollars] 


: timated 7 
Actual, fiscal I a Proj 
. r 1952 fiscal vear fiscal yea 
-_ : 1953 1954 
United States program costs (obligations 
For technician 400. 6 23.4 613.8 
For trainees 52. 2 141.4 194 
For local costs 377.2 259.7 2 06 
For supplies and equipment 4 349. | 482. 5 5 495 
lotal 1, 279.0 1, 407. ( 1. 299. ¢ 
Estimated Ecuadoran contribution $2, 242.0 $2, 690. 4 $3, 094. | 
Number of local personne! ® 667 655 700 
Number of United States technicians 35 38 
Number of training awards 54 30) 4 
13 additional technicians 
213 additional training awards 
Local costs lower owning to previous year expenditures 
4 Servicio grants 
5 One new servicio; overall increase only $12,500 
6 On United States and Servicio payrolls 
Principal activity fields 
{In thousands of dollars] 
Fiscal year Fiscal year 
1953 1954 
Agriculture and natural resources 412.1 392 
General projects 
Education 286. 0 240.5 
Health and sanitation 446.7 
All other 261 





Domestic program costs 0.6 AR. ( 


Total 1, 407.0 1, 399 
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Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 


[In thousands of dollars] 


As of June As of June 


30, 1952 30, 1953 
Authorizations . 265 2, 687 
Obligations 1, 265 2, 687 
Subot li rations 
Expenditures 707 2, 091 
Unexpended balance 558 596 
Includes program-direction costs now shown under the administrative budget. 


rYPICAL ACTIVITY 


Education, elementary, secondary, agricultural, $215,000 for fiscal year 1954 

Assisting the Ministry of Education in the improvement of its urban and rural 
public school system, by means of guiding the operation of an important normal 
school supervising a number of elementary demonstration schools, preparing text- 
books, and providing special vacation courses. Professors are being trained 
in more effective teaching, especially in agriculture, home life, health, manual 
arts, and general methods. Stress will be laid on rural life and rural community 
development around 13 country schools affiliated with the program. Eight 
rural normal schools have been provided courses ot study with a teachers’ guide, 
lesson plans, and teaching materials. Handicraft has been added to the curricula 
of several elementary and normal schools 


Explanation of unexpended balance estumated as of June 30, 1953 
{In thousands of dollars] 


Unliquidated 
obliga‘ions 


Grants 59 
Training in United States 50 
Other 4187 

Total 596 


Remarks: Additional training authorized $15,000. 


Mr. Anprews. This is one where there is a decrease. 

Mr. Taper. I do not understand it, but I am glad to hear that. 

Mr. Anprews. The appropriation last year was $1,407,000. This 
vear it 1s $1,399,600. 

The Ecuadoran contribution last year was $2,690,400. This year 
it has increased to $3,094,000. 

I would not say that we have an ideal type of arrangement there, 
but the people of Ecuador are carrying the major part of this burden. 
The decrease has been in agriculture and in education, slightly in 
health and sanitation, and a slight increase in “all other,’’? which 
involves some industrial handicraft projects and some public admin- 
istration projects which have been requested and which are developing 
down there. 

One of the really big programs in this country, and rather dramatic, 
is the role that they are playing in education. Our own people are 
down there in the normal schools assisting them in setting up new 
curricula, new types of training of teachers. The objective is to train 
teachers for the rural districts in the far parts of Ecuador. They 
have a fairly good system in their cities, but practically nothing in the 
rural areas. They are starting here with training teachers designed 
for the rural areas. The education program is the really big and im- 
portant one here. 
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Mr. Gary. Here, to the contrary, the per capita income is only $45. 

Mr. AnprReEws. It is very low. A part of that country is Indian. 

Mr. Cook. There was a decrease in public administration, not an 
increase. ‘There was an increase in transportation. 

Mr. Taser. You have a considerable increase in trainees fot 
Ecuador. 

Mr. Anprews. Yes. I believe that is the cheapest, quickest, and 
best way to do two things: To improve the technical competence of 
the country and to build lasting, genuine good will for the United 
States, because those people that come up here work with our people 
and go back to their country and work among their own people, and 
certainly in most instances they remain friends of this country. They 
work with their own people. It gives us an entree that we would not 
have if we did not do that. 


CONTRIBUTIONS OF THE DOMINICAN REPUBLIC AND ECUADOR TO THE 
PROGRAM 


Mr. ANDERSEN. J am still not satisfied about the way these two 
countries, the Dominican Republic and Ecuador, compare. 

On the one hand, you have a large contribution from Ecuador, 
showing that they are entering into the spirit of the thing; in fact, 
they donate more than twice as much as we do to the program. The 
Dominican Republic, on the other hand, does not contribute even 
one-third as much as we do. Following that up, we seem to reward 
the Dominican Republic for their lack of interest by giving them an 
increase of about 40 percent at least, whereas we keep Ecuador 
practically the same. 

Now, is that good policy? 

Mr. Rows. In the he eee Ss we try to negotiate what we believe 
is an honest, fair share, and if you will notice the total contributions 
of the countries generally, they far exceed ours, not only in money 
but in personnel, and that is as it should be. 

In the case of the Dominican Republic, despite the trade figures 
shown, it is a poor country. It has great needs, needs that far exceed 
its ability to organize, and in the case of the most recent problem, that 
of education, we have a servicio. A servicio is a part of the ministry. 

In the case of the other programs, we have technicians down there 
directly advising, but not being in the Government. Now, where 
we are in the Government with the m, they are now paying $2 to our 
$1. That is in the educational servicio. With regard to the tech- 
nicians, who are just attached but not working as a part of the Gov- 
ernment, most of that is short term. We try to get as much as we 
can. I think the record in the hemisphere shows these governments 
have responded very well, and where we have a government that is 
better off we insist on, and do get, a far better ratio. 

Mr. Cats. I think that there is another partial explanation. We 
have been cooperating under this program with Ecuador much longer 
than we have with the Dominican Republic, and our experience has 
been that over a period of time, as these countries work with the 
program, they put larger amounts into it. 

Mr. AnprRews. That is true. 

Mr. Cate. Off the record. 

(Discussion off the record.) 


35928—53——29 
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Mir. ANDERSEN. You say the Dominican Republic is a poor nation 
compared with Ecuador, and yet their total exports are practic ally 
1() percent above those of Ecuador. 

\ir. ANDREws. It is pretty much a one-crop country. 

Mr. ANDERSEN. Surely their international trade should be some 
indication as to the wealth of the country; is that not so? 

Mr. Cause. | a not mean to say that the Dominic ‘van Republic 
is poor compared to Ecuador. The reverse is the case, as the per 
capita income figures will indicate 

Mr. Anperson. You say that Ecuador is the poorer one of the two? 

Mr. Care. As the national income figures indicate. 

Mr. ANperseN. We help the Dominican Republic more than Ecua- 
dor, especially after Ecuador sees fit to more than double what we ari 
putting into the program That is why I am a little bit concerned. 

Mr. Care. In absolute terms, we are putting a great deal more into 
ecuador than into the Dominican Republic. 


Mr. ANDERSEN. Yes, but keep to the contribution ratio. How do 
vou ¢ xpl n that? 

Mr. Cave. Their ~~ rcentage contribution is less than that of Ecua- 
dor, and the reason I gave for that was that it has been our experience 


that as we work with ‘oheitels ‘s on these prograins, and the more they 
f the worth of the programs, the larger their ratio 
of contributions as compared to ours 

Mr. Anprews. That is the objective of the whole thing. 

Mr. Carr. We have been working with Ecuador over a much longer 
period of time under the technical cooperation program. 

Mr. Anpersen. The chairman has suggested that perhaps it is 
time to quit the program in Ecuador since things are going so well 
After all, some of these programs must come to an end some time. 

Mr. Care. It depends upon our objective. If the objective is to 
vet a large contribution relative to ours, it would follow 

Mr. ANpERSEN. One of you gentlemen said a while ago that you 
cannot keep funds from one country as long as the others are getting 
it. I do not like that kind of an explanation. It indicates, in othe: 
words, that we just have to pass around the gravy. Either the 
condition in one particular country is such as to justify our assistance, 
or it 1s not 

Mr. Care. I would like to comment in general on the question 
that has come up here a number of times, and that is the matter of 
whether or not it is time to get out of the program. That, of course, 
depends, as has been indicated, on what the Government’s desire 1s. 

The executive branch of the Government recommends, and it will 
be up to the Congress to decide just how far we are to go in cooperating 
with these countries 

We are faced with this situation in this area: They are very close 
tous. They have very low per capita income. As has been indicated, 
the economic condition of the masses of the population is not at all 
good Even in the countries where you have one-man rule, the masses 
of the people today in Latin America are more conscious than ever 
before of thei infer ‘rior economic status. I would say that this is an 
area in ferment. These people know of their inferior economic status, 
and even in the countries where you have one-man rule, more and 
more attention is being given to the demands of the people for better 
living [ feel that it is in our interest that we be identified as a 


baer ome cony inced oO 





1) 
J 


Se 
ol, 
all 


rer 


wn 
us, 


nd 


Ler 


449) 


vovernment With progress in thisarea. 1 repeat the statement that | 


ma le vesterday: This is a very small program relative to the needs of 
the area 

I know the difficulties that we are up against in this country, and 
none of us likes to pay taxes. When we think of the needs in this 


Latin-American area, and what it means to us, I feel that our stake 
in it is at least as big as the appropriation we are requesting 

Mr. ANDERSEN. \ou are talking areawise. I am trying to get you 
to be specific on these two countries as to why certaim conditions pri 
vail and why you decided the way you did 

Mr. ANpreEws. We take full responsibility in these matters, but w 
must remember this: This Act for International Development says 
nothing about whether a country is able to pa or not Lt imp 
says an undeveloped country. We are willing to help if they want 
our help and are willing to try to help themselves. That is the ordet 


we have by the act that passed 

We also have the policy of our Government 

Mr. ANDERSEN. The Federal Government would not even do that 
with my own congressional district. 

Mr. Anprews. The act says that we are not to ask whether they 
need this, but to ask whether or not there ai pro! lems we can he p 
them solve in the underdeveloped areas 

That is the thing that the executive department thought is essential 
to keep a rather strong representation in this part of the world And 
I can assure you that we are trying to see that it is put at plac es that 
meet the answer to some of these underdeveloped areas 

Mr. Gary. The purpose of this program is to stimulate activity on 
the part of the recipient country, 

Mr. ANprews. Yes. 

Mr. Gary. And if at the minute you begin to see some evidence of 
activity you withdraw your help in that country you may defeat the 
entire program? 

Mr. ANprews. That is the way I would like to say it 

Mr. Outy. May I just say something about this in terms of the 
country’s program, and what we have in mind in meeting this problem, 
The tremendous importance to the United States in regard to these 
underdeveloped areas is in increasing the net production so they will 
remain a part of the free world. And I would like to add as to Latin 
America that we depend for raw materials very largely on Latin 
America. 

[ also think you have to look at the fact that at the present time 
American exports to the world as a whole far exceed the imports by 
something like $5 billion or $6 billion a year. 

If the production of those countries does not come up, that gap can 
become more and more and the need for foreign aid will aceordingly 
increase. 

We cannot get raw materials from these areas unless there is some 
development in the country. So, one of the purposes is in dealing 
with this fundamental problem. We are working on a collectiv 
basis so that their production can go forward, so they can stay as : 
healthy part of the free world, so that a cancer in that particular area 
will not grow and take hold of the country. 

In many cases the people of the country should be doing mor 
certainly that is true. But the fundamental fact is that we want the 
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products of those countries; we want them to be a healthy part of the 
free world, and are we interested in them going forward. 

Possibly our technique is wrong. That is something that is a matter 
for the judgment of the Government and the judgment of this com- 
mittee, but the fundamental object is a very sound one, and I think 
it has to be viewed in terms of that practical objective. 

Mr. Taser. There has to be a little objective outlook, that is right; 
but we have not been having much. We do not seem to be able, after 
15 years, to get any results. If we are not able after 15 years to get 
them going, when will they be? Will they continue to get worse and 
worse? 

Mr. Fenton. May I ask whether or not, because of the assistance 
we have given them in the years, you notice any progress in the 
investment of private capital? 

Mr. Anprews. All over the place, there has been an expansion of 
private capital. ‘The development in Latin America has been terrific, 
and a lot of it you can trace directly to these programs. 

Mr. Gary. Did I understand, from what was said this morning, 
that the United States Steel is putting some $500 million in this 
country for a steel plant? 

Mr. Anprews. They are developing the minerals. I do not know 
that TCA can be credited with that, but the geological survey made 
the original investigation at United States taxpayers’ expense, leading 
toward the development of the area, and the investment of private 
capital. That is one of the big issues that you bring up. 

Mr. Rowe. I think we might state here that the average technical 
assistance per country per year for Latin America was “$500,000 a 
year. And I would like to emphasize this fact, concerning what other 
countries think about this program. 

When we had the anniversary last year, the tenth anniversary, 
there were statements from the presidents and from the ministers of 
those countries stating what they thought about the assistance from 
the United States, and I can assure you gentlemen that is what we 
are interested in, not what we are saying, but what they are saying 
about the value of it. And there are volumes of those statements, 
based on what they think about it. 

Mr. Taner. When we started this business some 15 years ago, what 
was the feeling in the Argentine? We had a great big buildup con- 
cerning Argentina, and we went along, and now we are out the window. 
And everybody who has invested a dollar down there is facing the 
possibility of getting little return. 

And a lot of these other places, instead of developing a real feeling 
in favor of the United States, they feel that they have got to listen 
to a bunch of agitators, whereas they never thought of “such things 
before. You have not raised them up, and I am afraid you have 
raised them down. 

Mr. Outy. It is not a question of whether the change in attitude, to 
the extent that it has taken place, resulted from this program, or 
whether the program has helped to keep that attitude from changing 
to an even further degre 50. 

This program is only one small element in the relationship with the 
United States. I know there have been a lot of changes over the 
years, but this is just one element. I would like to ask "Mr. C ale, if 
he would speak on that problem. 

(Off the record discussion.) 
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EL SALVADOR 


Mr. Taner. The next country is El 
the statement on that. 
(The statement referred to follows:) 


Salvador, and we will include 


kL SALVADOR 


General agreement yned Aj 


United States program costs 
For technicians 
For trainees 
For local costs 
For supplies and equipment 


I ih hateecinted 


Estimated Salvadoran contribution 

er of local personnel 
Nu im nber of United States technicians ¢ 
Number of training award 


1 6 additional technicians 

28 additional training awards 

+ Local costs lower owing to previous year expenditures 
4 Servicio grants 
5 


4, 1Y 
} 
uy 
Actual fiscal Est ted Prop 
year 19 fiscal year | fisca 
1953 l 
xO 29 3 1 404 
100. 2 57.8 29 
¥S. 8 163. 2 41) 
440.0 165. 0 81% 
448 768. 3 } 
$945. 2 $1, 134. 2 $1, 304 
1,121 353 600 
() 30 ( 
4 15 2 


Grants increase, $25,000 (health and sanitation $30.0 less; industry $55.0 more). 


6 On United States and Servicio payrolls. 


Principal activity fields 





Agriculture and natural resources...........-.- 
General projects... --.-- inudnnbesa 
GEE a tctinn tab oeecrquinmie bopwenandhhe ‘ 
Health and sanitation. ..............---- one 
in 14 ahd wha ecn a ddcbdbibest aaa 
Domestic program a nee ceenaane 


[In thousands of dollars] 


Fiscal year | Fiscal year 


1953 1954 
201.9 235. 0 
0 | 0 
55.0 | 56.3 
287. 2 | 287. 4 
198. 2 | 1984.8 
26.0 | 35.5 


768. 3 | 799. 0 


Total cumulative utilization of TCA funds ' (fiscal years 1952 and 1958) 


(Thousands of dollars] 





BIE, ose: cnccciccontccnnsnenacdbiadese 
I. 54 ceecnndtaes cemicdinne 

Subobligations 
IIE bv win Sak ewe cuss eccebebatesensdccctsccte 





MERION CEI Roc cine cecasadonsnestetns 


1 Includes program direction costs now shown under the 


AsofJune | As of June 





30, 1952 30, 1953 
461 1 
461 1 
0 
284 1 
| 177 172 


administrative budget. 
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rYPICAL ACTIVITY 


Health and sanitation, $271,100 for fiscal year 1954 


Supervision of construction and equipment of tuberculosis hospital, National 


School of Nursing, renovations and additions to a maternity hospital and two 
health centers; demonstration projects in design and construction of water supply 
and sewerage systems, markets, slaughterhouses. Some 116 activities have been 


completed and transferred to the local government, including 8 health centers, 
8 part-time health units, 4 hospital health centers, additions to 3 hospitals and the 
National Health Department building. Constructed or improved the water 
supply system in 11 localities and the sewer systems in 11 localities, 5 public 


narkets, 11 slaughterhouses and 5 public laundries, an extensive rural water 
supply project and malaria control drainage in 7 localities 
Explanation of unexrpended balance, estimated as of June 30, 1958 
Ir 


Unliquidated 
ohligations 


Grant $100 
raining in United States 38 
Other 34 

otal 172 


Remarks: Additional grants $50,000, agriculture $50,000, industry authorized, 
training $21,500 

Mr. Anprews. El Salvador is another small but tremendously 
important country. Here is another country with only a very small, 
slight increase, from $768,300 to $799,000. El Salvador is putting 
$1,304,300 in the program. ‘The principal concern there is with agri- 

ulture, and with health and some education, and on an industrial 
basis, primarily directed to the various industry groups in El Salvador, 
where they are trying to improve their services and their efficiency in 
production and distribution, and to stimulate some exports. 

This, to me, is one of the real training programs. And, if I can, 
without boring you, I will give you this statement concerning the 81 
trainees from the different parts of the country who have come to the 
United States. Here is what they are doing now in El Salvador. Of 
the 88, 4 are under secretaries in ministries of government; 27 are 
division chiefs of various ministries; 14 have become professional 
teachers in universities; 6 opened private businesses, and many more 
occupy key positions in government. 

The only point I want to make is that these people, who come up 
here and get training, go back and become a part of the Government, 
and carrying on what they were trained to do with the help they 
receive here. 

Mr. Gary. This is in Central America? 

Mr. Anprews. In Central America, ves. 


GUATEMALA 


Mr. TaBer. We will take up the next country, Guatemala, and 
include the statement on that, 





453 
The statement referred to follows: 


GUATEMALA 


General agreement signed, none 


In tho 


\ I I 
hy ) 54 
nited States | ur yt rT 
For tecl lans x 
For trair 
For local costs 48 , 0 
For ipplies and equi 
Total 8 
I mated Guatemalan con ition $ $612.0 ¢ B 
Number of local « I ‘ % ; 
rn { States te ) 
t iW ( ) 
On | ted Statesand § 0 pa lls 
P ‘ pe han) i } 
~wnci pal activity lé is 
In thousands of d 
} ' I 
I 1 
Agriculture a t I 1 4 { 
r pr 
Educa 
Health and sanitat ( 
All other : 
Total cumulative utilization of TCA funds,' fiscal year 1952 and fiscal yea ) 
it} n Y f Awl 
ii t of d 
A f Jur A J 
f 52 1). 19 
Autl ions 208 ‘ 
} Ol ys 419 
} 
Expendit 
( xpended t ’ , 
I ides program direction costs now shown under the admi ial bud 


rYPICAL ACTIVITY 


lgra ultural research, extension and rubber, $151,400 fo jiscal year 1954 

Agricultural research assistance to the National Agricultural and Livestock 
Institute; introduction of varieties of wheat seed vielding 4 to 5 times the amount 
of local seed. Similar assistance with rice and development of high vielding 
disease-resistant coffee plant stocks. Assistance to producers of wheat, ric 
beans, coffee, poultry, hogs, and sheep, and in the development of strat 
important fibers and other materials, including oil palms, kenaf, ramie, cinchona 
and abaca, and an accessible source of rubbe Tr through the production of disc ast 
resistant, high-vielding hevea trees. Two thousand acres have been planted and 
there are available 1,200 trees of tapable size which will produce annual vields 
of about 425,000 pounds of high-quality rubber. 


egicall 
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Explanation f unexpended balance estimated as of June 30, 1953 


Unliquidated 


hligatior 
obligations 


Total 39 

Remarks: None. 

Mr. ANDREws. Guatemala, I referred to a while ago. For a time 
we had a very extensive and very fine program. ‘There was a change 
in Government, and the masses of the people themselves in effect 
forced the Government, virtually, to put these programs under a 
private concern arrangement. 

You will note that we have not increased the contribution at all 
We are putting in $215,900. They are putting in $703,800. This 
is being carried forward primarily because the people in the area are 
requesting it. 

Mr. Gary. Has the United States Steel put a lot of money in there? 

Mr. Cate. Not United States Steel; the United Fruit Co. 

Mr. Anprews. This is largely an agricultural country program. 

(Off record discussion 

HAITI 


Mr. Taper. Next is Haiti. We will insert the statement on that 
country. 
(The statement on Haiti follows:) 


HaIri 


General agreement signed May 2, 1951 


{In thousands of dollars] 


Actual, Estimated, Proposed 
fiscal year fiscal year fiscal year, 
1952 1943 1954 

United States program costs (obligations 
For technicians 229. 3 272.8 1328. 5 
For trainees 73. 1 68.0 2104, 1 
For loca] costs 101.6 228.8 1 259. 1 
For supplies and equipment 4 237.0 100. 0 § 150.0 
Total 640.0 669. 6 841.7 
Estimated Haitian contribution $746.2 | $295. 4 $1, 029. 7 
Number of local personnel ® 588 562 600 
Number of United States technicians 20 21 27 
Number of training awards } 22 18 26 


6 additional technicians; 1 new program; additional local costs 
28 additional training awards 
3 Servicio grants 
¢ Calendar year extension of grants 
+ Increased grant funds, $100,000 
* United States and Servicio payrolls 
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Principal activity field 








{In thousands of dollars] 
Fisee! year Fisesl vear 
1953 1954 
Agriculture and natural resources 5.0 435.0 
General projects 
Education a 
Health and sanitation 2 6.3 02 . 
i] other 1. 6 7 
Domestic program costs 22. 4 $3. 4 
Total 669. 6 M4 
Total cumulative utilization of TCA funds! (fiscal years 1952 and 1953 
(Thousands of dollars] 
As of June As of June 
30, 1952 0, 19) 
(Authorizations 659 1, 366 
Obligatior 659 1. 366 
Subobligations 
Expenditures 134 1, 164 
Unexpended balance 225 2 


Includes program-direction costs now shown under the administrative budget 


TYPICAL ACTIVITY 


Agricultural extension and development, $409,000 for fiscal year 1954 


Operation of a system of field extension offices and a 500-acre demonstration 
farm as a pattern for development of the important Artibonite Valley by develop- 
ng methods of teaching, drainage, land preparation, application of water and 
rice cultivation; improvement of native livestock; development of disease-free 
rubber plants; development of irrigation projects; assistance in land clearing, 
irrigation and land-reclamation project of 100,000 acres in the Artibonite Valley; 
and assist the Government reforestation work. Established, operated, and super- 
vised 22 field extension offices; rehabilitated government dairy; imported dairy and 
breeding stock; inoculated cattle and hogs; planted 10,000 hevea rubber trees which 
produced 75 tons of rubber last year; 10,000 acres formerly nonproductive now 
irrigated; land clearing and cultivation services provided on a reimbursable basis; 
prepared plans for complete development of Artibonite Valley and also prepared 
plans for watershed protection. 


Explanation of expended balance, estimated as of June 30, 1953 


{In thousands of dollars] 


Unliquidated 
obligations 


Grants a Noon Se han Ae 28 
Training in United States ms a aie ao 19 
Other. aa a 155 

oo : ee ; pom 202 


Remarks: Additional training authorization, $15,000. 
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\I Anprews. There a slight increase here of about $150,000 
Mir. Taper. $180,000 
Mir. ANDREY l an sorry; thai is correct, SLSO.000 


You will notice that the local contribution is $1,029,700 against 
$895,400 in 1953. There is one particular thing in this that I think 
s pretty important, and that is that the Export-Import Bank has 
assisted in a lot of development in the Artibonite Valley. The 
Artibomite Valley is a very rich valley. They are now starting in 


with our workers from the United States to rehabilitate the valley 
and to keep it under productivity : 
Our principal job there is to back up the Export-Import Bank 
p ople not to supervise the loans but to supervise the development 
of the valle vy to the end that the invesiment will later pay off in terms 
of reclaimed land. rebuilt farming operacvions, and rebuilt economy 
One of the leading valleys down there in 1948 had less than 500 
people, but one eng his 


valley through the mountain, and there are now in that little valley 


ineer figured out how to bring Ih some water to 


abou 1 700 prosperous farming people, voine about their business 
Wi did not spend one s ngle thing there except for the engineer that 
went down there and mobilized then 

That is the way the thing IS g in Hatii 


oin 


HONDURAS 


Mr. Tavern. We will take up the next country, Honduras, and in- 
sert the statement in the record. 


The statement on Honduras follows 


HONDURAS 


(re? eement signed Jan. 26, 195 
In th sands < lollars 
Actual Estimated, Proposed 
fiscal year fiscal year fiscal year 
1952 1953 1954 
I ate S t s 
I hniciar 183. 8 429. 8 45.4 
For traine 74.6 77.8 288.0 
For ] l cost 77. { 101.7 115.0 
1 yment 3 410.0 310.0 4 460.0 
1 
| 64 + 819.3 1, OO8. 4 
I Hondura t 1 
$1, 654.8 $1, 985.8 $2, 28 
Numbe of} 4] persont ROY 629 65 
Numb fl ted State } 18 9 29 
Ny he ‘ vir award 2 20 22 
+ té r i iT 
3 , t I a ’ 
3 Se int 
4] 1 grat $150.0 
) 1 r St ul ’ 
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Principal activity fields 


In thousand lolla 
t t i 
4 
Ax € € R 44 
(rene 
Educa R 
Hea RY 
All othe Is 
LK est 
] itor TCA | 
A 
I 
1 
PYPICAL ACTIVITY 
Cooperati yn th the National Tuberculosis Sanatorium, in the malaria 
and intensified vaccination program Assistance in constructing a buildu I 
the National Department of Health CThree health centers and 9 preve 
medicine and medical assistance clinics are in operation, and there are 4 projec 
for the construction and operation of the tuberculosis sanatorium and a 
as well as 10 insect-control and drainage projects; there has been a substantia 
reduction in insect carried disease. Cooperation in the construction of water 
supply and sewerage systems; 27 water-supply systems and 11 sanitary sewe1 
systems have been constructed or improved Continuation of the program f 


} rplanation of unexpended baiance, estimated as o! J une 


{In thousands of dollars 


Grants 


Training in United States 4 
Other 69 
Total 103 


temarks: $17,000 additional authorized in June for training in United States 


Mr. Anprews. Honduras is another very small country. Here 
there is an increase from $819,300 to $1,008,400 in the proposed 
appropriation. 

The increase in the contribution of Honduras has been from 
$1,985,800 to $2,283,700. 

This is a case of a little country which at the time the program was 
initiated had no such thing as a ministry, no such thing as the normal 
service type of government. 

They have now a Minister of Agriculture; and they have a normal 
agricultural, health, and education type of program along with a 
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training program going forward, under a very real atmosphere, so 
far as we are concerned, and I think so far as the country is con- 
cerned 

Mr. Taner. They have a big surplus of exports, something like 
77 million. 

Mr. Gary. The per capita income increased about 50 percent. 

Mr. Tanger. That seems to be right. 

Mr. Gary. What is their chief export. 

Mr. Anprews. Coffee. The American technicians had a little to 
do with bringing in some completely new strains. 

Mr. Cate. One thing to bear in mind, Mr. Chairman, is that these 
countries have to pay out of their export, not onlv for their imports, 
but profits and interest on foreign investment and loans in the coun- 
tries; they have to pay interest on the loans that they obtain in this 
country, so that when you think of their exports, you have to think 
of all charges against them. 

Mr. Fenton. In relation to transportation, are their costs very 
high? 

Mr. Anprews. Terrific. 

Mr. Fenton. What would be your opinion about the completion of 
the Inter-American Highway, with regard to that question? 

Mr. Carte. That would be very helpful. I would like to say some- 
thing off the record. 

(Off-record discussion. ) 

Mr. Cate. Transportation is one of the real problems of this whole 
area; it is holding back agricultural development and industrial 
development. 

Mr. Fenton. I think that is fundamental. 


Ss 


MEXICO 


Mr. Taser. If there are no further questions on Honduras, we will 
take up next Mexico, where you have a program calling for quite a 
considerable increase. We will put the material in the record. 

(The statement on Mexico follows:) 


MEXICO 
General agreement signed June 27, 1951 


{In thousands of dollars] 


Actual, fiscal Estimated, Proposed 
vear 1952 fiscal year fiscal y ear 
. 1953 | 1954 
United States program costs (obligations) 
For technicians 273.3 
For trainees i j : 183. 6 
For local costs 147.3 
For supplies and equipment ; 3125.0 


Estimated Mexico contribution 
Local personnel 5 

Number of United States technicians 
Number of training awards 








1 12 additional technicians; 1 new program; increased local cost for education technician's quarters. 
2 14 additional training awards. 
* Servicio grants. 
¢ New agricultural servicio; increase in grant funds $185,000. 
United States and servicio payrolls. 
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Principal activity fields 


{In thousands of dollars] 


Fiscal year Fiscal year 
1953 1954 
Agriculture and natural resources 311.4 618. ¢ 
General projects 
Education . 37 
Health and sanitation 333. 9 457. ¢ 
All other 136. 0 143.3 
Domestic program costs 43.8 63. 3 
Total . $25. 1 1, 320.7 


Total cumulative utilization of TCA funds ' (fiscal years 1952 and 1953 


{Thousands of dollars] 


As of June As of June 

30, 1952 30, 1953 
Authorizations. - . —_ 716 1, 589 
Obligations . 716 1, 58Y 

Subobligations ‘ 
Expenditures 490 1, 260 
Unexpended balance 226 329 
! Includes program direction costs now shown under the administrative budget 


TYPICAL ACTIVITY 


Agriculture and natural resources, 582,600 for fiscal year 1954 

Planning broad extension and agricultural development; research in rubber pro 
duction; improvement of marine and inland fisheries; exploration for potash and 
phosphates for land fertilization and quartz sands and clay for glass, ceramics and 
building materials, and iron ores, solid fuels and other minerals for industrial usé 


andexport. Assistance in techniques of mining and metallurgy, labor training and 
laboratory testing. Total rubber production increasing and demand for planting: 
exceeds supply. Large shrimp industry established. Studies completed to deter 
mine the nature and extent of deposits of lead, silver, zinc, copper, mercury 
antimony, phosphate ores and coal. Assistance has resulted in six mining prop 


‘ 
erties improving operations, in establishing a new mill to treat lead, gold, and silve: 
ores in lower California, in conversion of an old mill to fluorspar productiot 
operation of a tungsten plant, in construction of a lead smelter and in supervis 


of laboratory testing of ores 


Explanation of unexrpended balance, estimated as of June 30, 195 


{In thousands of dollars 


{ 1 4 

Grants 
Training in United States 23 
Other 306 
Total 329 


Remarks: Additional training authorization 2,000 


Mr. Anprews. That increase, Mr. Chairman, is mostly accounted 
for in the increase in agricultural servicios, to assist Mexico in develop 
ing a genuine extension service. As we all know there are many 
brilliant and able Mexican people; they have many able scientists and 
many able businessmen, but most of them are concentrated in the 
cities. The scientific knowledge for the development of training, 
and those who complete the courses, rarely ever get outside the cities 
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One of the objectives of the agricultural servicios, and it is a com- 
paratively new development, is to set up a genuine extension service, 
In Mexico again the Geological Survey, which is being assisted by 
the TCA, is carrying on a considerable investigation work in phos- 
phates and in miners mae that sort of thing. That is merely funneled 
to private investment and development, and the great problem that 
they are facing now, and they are facing quite a dilemma, is the matter 
of transferring that knowledge that is gained from business and indus- 
trial activities out into the rural sections. There has got to be found 
some means of getting this practical knowledge out into the rich valleys. 
\nd one of the things we are doing is to try to help in that training. 
You made reference to the interne ational highway. We are spon- 
soring a training school for the use of machinery, and the maintenance 
of machinery. American capital, and American people along with it, 
s interested in a road program, a genuine roadbuilding program in 
that country We have a few technicians, who are working on that, 
in this school. This school of experts tells us that they are getting 
only about 40-percent efficiency out of their transportation equipme nt. 
They buy a fine new bus up here and move it down there, and in no 
time at all the = is in the junkyard, simply for lack of maintenance 
know-how. Maybe we should not be doing it, but one of the things 
we are doing is to assist them in a very large school for training in the 
se of machinery and maintenance; in the care of handling of modern 
nachinery, such as tractors, tre :nsporte ition equipment, and that sort 
of thing. I think that is about as good a contribution as you can 
iake, from the standpoint of economy, to give them some under- 
tanding about its use 
Mr. Taser. There would be a great deal more appreciation of the 
situation, particularly in the Congress, if our eens with the 
Mexican Government was a little different. The Government is fos- 
tering a system of sending pe _ in here to assist in emergency farm- 
work, so-called, and a number of them come in and do not work. In 
the old days people used to go down there and get the workers them- 
Sel 


ves, and they got pretty vood results. 
Mr Anprews. | know something of the subject the chairman is 
talking about. I was in the Department of Agriculture, where that 


particular program, regarding migratory help, was for a time, and it 
came up to my desk and | said I did not want to handle it. That was 
one thing that I did not want to get into. It was a big Government 
poli \ problem between the United States and Mexico. 

Mr. Gary. You referred to a school for maintenance of ma- 
chinery ss 

Mr. AnpreEws. It is not really a maintenance school; it is a combi- 
nation of training and maintenance, located in Mexico City, which 
gave a building over to this use. —_ 

Mr. Rowe. Our contribution to it is very, very small, As a 
matter of fact, we will only have some three men go there, simply to 
help them set up the school. They have contributed a very large 
building, which covers about 3 acres. It is a question of teaching 
them how to maintain roadbuilding cated how it is operated, 
and after they become familiar with it, United States interests will 
help carry this on, because they are irene in continuing to sell 
this roadbuilding equipment and agricultural equipment down there. 





Mr 


elaborate university plants in the entire world. 


GARY. 
Mr. ANDREWws. Yes 
Mr. GARY 
which will seat 127,000 people. 
Mr. ANDREws. Yes 
Mr. Gary. 
anvwhere. 


Mr. ANDREWS 


NIC 
Mi 


TABER 


(The statement on Nicaragua 
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ARAGUA 


follows 


NICARAGUA 








But little of this activity 


g qned De 


In thousands of dollar 
I 
I g 
} 
} ' Dp 
tT 
} ‘ \ g ontr t 
‘\ T px I t 
r of United States tect ; 
al te l less program (publ 1 rat 
Les il cost g to pr l ear xper id | 
Joint fund and servi grants 
Increased grar l 1. $5.000 
On United Stat ind serv I roll 
Prin pal a fi 
In thousands of doll 
\ ilture and natural resources 
Ger project 
ition 
h and sanitation 
All other 
) tl i Zz i Ss 


} 
( 


At University City they are building one of the most 


They have one of the finest and most modern stadiums 


It is one of the most elaborate setups that | have seen 


rets out into the country 


We will take up next the consideration of Nicaragua 
The statement will be placed in the record 
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Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 


[In thousands of dollars] 


As of June As of June 





30, 1952 30, 1953 

Au 590 | 1, 448 
Ot 590 1, 448 
Exp 386 1, 229 

Unexpended balanes 204 219 

Includes program-d tion costs now shown under the administrative budget. 
TYPICAL ACTIVITY 

} atior rural, elementary, and vocational, fiscal year 1954, $198,000 


Completion of construction and equipping of National Trades School in 
Managua; establishment of 3 workshops for training of vocational, industrial, 
and household arts teachers: opening of 3 new “industrial arts’’ and homemaking 
centers, to supplement the 3 opened in 1952-53. Operation of a new rural school 
at’ Esteli, as a pilot school for the country; development of new rural school 
curriculum with increased emphasis on agriculture, household arts, hygiene, 
hops have been established for rural normal school 
and rural elementaryv-school] teachers in modern teaching methods and educational 
objectives; development of instructional material in reading and arithmetic 


and manual skills; three works 


development of ‘hool-lunch and school garden projects, 
Excnlanation of nexpended balance, estimated as of June 80, 1953 
‘ 
Unliquidated 
ohligations 
G 42 
[raining United Sta 
Othe 150 
Total 219 
Remarks: Additional grant to agriculture, $40,000. 


Mr. ANpREws. Nicaragua is a small country. Most of the work 
is being done in education, in agricultural resources, in health and 
sanitation. There is a slight decline in the agricultural work; a very 
slight increase in educational work; and a slight decline in the health 
program. The overall program is declining about $120,000, as you 
will see, Mr. Chairman 

This, again, follows the general pattern, except there is a strong 
emphasis here on vocational training, on workshop work, and that 
sort of thing 

Mr. Taner. On Nicaragua, the document shows no local contribu- 
tion 

Mr. ANprews. So far as agriculture is concerned, there is no way 
of measuring the contribution, because the agricultural technicians 
are assigned to the Government 

Mr. Cook. There is an estimate for 1954 that the local contribution 
is around $1,122,000. 

Mr. Anprews. That is an estimate; we do not have any specific 
figures in here 

PANAMA 
Mr. Taner. The next is Panama. We will put the information in 


the record on that. 
(The statement on Panama follows:) 
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PANAMA 
General agreement signed Der. 30, 1950 


[In thousands of dolla 


Actu I mated Proposed 
f il f t fiscal y 
1952 Ma 1954 
United States program costs (obligations 
For technicians. 192. 1 42 487.4 
For trainees 0 OS. 4 12 
For local costs 251.0 m3. 4 04.0 
For supplies and equipment * 775.0 170.0 
Total I 11.1 QR7. 1 1, 272 
Estimated Panamanian contribution $1, 204. ( $1, 552.8 $1, 78 
Number of local personne! 1M ‘ 
Number of United States technicians 20 is $ 
Number of training awards 9 ‘ 


7 additional technicians 
3 additional training award 
Servicio grants 
‘ Includes fiscal year 1952 and 1953 agriculture servicio grant $625,00( 
Increased grant funds and fiscal year 1954 agriculture servicio 
* United States and servicio payrolls 


nt: total $250,000 


) 


Principal activity fields 


{In thousands of dollar 





Agriculture and natural] resources 79 6 
i projects 
tion IRR § O77 8 
nad sar 24 oO “1.9 
r 8 2 
ic program costs ‘ 13 
Potal WT 1 


Toial cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 19 





| Thousands of dollars 

A f June As of Jur 

0, 1952 30, 195 
Authorizations 1, 320 2. 348 
Obligations 20 2, 348 
Subobligatior 
Expenditure S 

Unex d balance } 5 | 4 
| 
Includes program direction ts now shown under the administr e budget 


rYPICAI ACTIVITY 


lori uliural extenston and development, $580,000 for fiscal yea 1944 


Cooperation with the Panamanian National Institute of Agriculture in coor 
dinating agricultural research, specifically testing of crops under dry and rainy 
season conditions; testing of fertilizers, insecticides, and herbicides: research o 
cattle and on dairy herd management; experimentation with irrigation; planning 
and organizing extension service and related farm vouth club work: land clearing, 
irrigation, marketing, weed and insect control; improving crop-storage facilities 
increasing the availability and use of animal drawn and mechanized farm equi 

eut: and crop improvetr ent, particularly of rice and sweet potator = 


os Ts 50 
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the National Extension Service, organized by a mission from the University of 
Arkansas, was accepted, and established by law, November 1952. Five rural 
offices have been opened; others are projected for fiscal year 1954. Selected rice 
eed, herbicides, and insecticides introduced and demonstrated by United States 





t ians, together with self-propelled rice combine harvesters have contributed 
to increased rice production to near self-sufficiency 
Explanatio» of unexpended balance, estimated as of June 30, 1943 
In thousand jolla 
Unliquidated 
obligations 
Grants 162 
raining in United States 24 
Other 307 
lotal 493 


Remarks: Additional grants authorized—Health, $10,000; agriculture, $25,000. 


Mr. Anprews. I do not need to stress too much the importance of 
Panama and our interest there. It may be that we have made some 
blunders. The up-country is still primitive. There has been an 
effort made with the present and recent government to establish a 
vocational training center out in the country to develop transportation 
and to develop their own resources rather than having to depend 
entirely on the Canal Zone. The significant fact is that up until 
very recently they have flown vegetables in from Costa Rica, when 
they are just as capable of producing as they are any other place in 
the world. The present program is designed to try to balance that 
up, and to get them doing it. They have avocados back up in the 
hills, millions of pounds, that are going to waste, because they are 
not gathered, and they have no system of transportation that will 
enable them to reach the consuming centers. 

There is another activity that is pretty big, as far as training rela- 
tions is concerned, in developing vocational specialists, and that 
sort of thing. 

Mr. Rowe may want to comment further about that. 

Mr. Rowe. The expansion of the program primarily is in the are: 
of demonstration projects, one of rehabilitation. The University of 
Arkansas has a contract, and is working in this area along with the 
Panamanians to establish a division of activity, to stimulate research 
and build up the extension service. 

The health programs are making tremendous impact in the country, 
at the present time, through the inauguration of basic work in the 
rural areas. 

PARAGUAY 


Mr. Taser. If there are no questions on Panama, we will take up 
the next country, Paraguay. The tables on Paraguay will be placed 
in the record, 


Se iV 


165 


The statement on Paraguay follows 
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TYPICAL ACTIVITY 


Education— Vocational, industrial, rural elementary, $306,100 for fiscal year 1954 

Improvement of existing shops and courses in auto mechanics, woodworking, 
plumbing, blacksmithing, and refrigeration; continued instruction in radio shop 
establish new courses, construct and equip new shops in machine shop, electricits 
and graphic arts; develop industrial arts curriculum for secondary and upper 
elementary grades; and establish industrial arts shops in two schools in Asuncién. 
A pilot rural normal school, where a curriculum for all rural schools is to be worked 
out cooperative! , is being established. This school will stress agriculture, home 
life education and simple manual skills, workshop for rural normal-school teachers 
and for rural-school teachers and supervisors from all parts of Paraguay, in modern 
teaching methods and use of teaching materials. 


Explanation of unexpended balance estimated as of June 30, 1958 
{In thousands of dollars 


Unliquidated 
obligations 


Grants See ee ae getena 5 pleas te 490 
Training in United States eee - ; ine fthee cacti kcal aa 40 
Other sdk i wa aieeee ie aaa silacaces inte oil - Sy ee 281 

Total ee ah in i la ttl al 811 


temarks: Grant for educational center, $360,000 negotiating. 

Mr. Anprews. The next country is Paraguay. Here is a country 
which is almost totally agricultural. It was totally, you might say, 
primitive, and this has been developed into a pretty sound and pretty 
decent agricultural economy in that part of the world. 

Here again we have a decrease in the overall proposal for 1954, 
from $1,755,900 to $1,588,400. The local contribution is going up 
from $1,008,000 to $1,159,200. We are closing out some of the pro- 
grams. There has been some diversification and some changes in 
the program. We are liquidating some of the demonstration projects. 
In other projects, which seem to have taken hold, we are cutting them 
down; and closing some out completely. 

Mr. Taser. I do not know whether you are getting anywhere with 
this or not, but you are getting the cost down. 

Mr. ANprREws. Yes. 

Mr. Taser. I do not know whether that means anything or not, 
but the unexpended balance has increased quite considerably. 

Mr. Anprews. Mr. Cook may want to comment on this a little 
further, but we are changing some of these projects. 

Mr. Coox. The largest segment of the unexpended balance repre- 
sents the obligations for which actual payments have not been made 
The obligation has been made. There is a program &greement 
between the United States and Paraguay which sets forth a schedule 
of payments, and as a result the payments are made in the next 
6 months. About $500,000 unexpended balance is represented. 

Mr. Taner. Any questions? 

PERU 


Peru is next. This statement will be included in the record at this 
point. 
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(The statement referred to is as follows:) 


PERI 


General agreement signed Jan 


In thousands of dollars] 


United States program costs (obligations 
For technicians 
For trainees 
For local costs 3 
For supplies and equipment 5 


lotal 
Estimated Peruvian contribution 


Number of local personne] * 
Number of United States technicians 


7 Estimated, 
Actual cal , 
10Ro cal year 
year 1952 1963 

566. 9 785. 6 
265. 8 216.8 

324. 7 367 
610.0 700. 0 
1, 767.4 2,069.9 
$1, 956. 0 $2, 347.2 
2,012 1, 184 
60 62 
77 45 


Number of training awards 


7 additional technicians, but less international travel and transportation th 


1 23 additional training awards. 

4 Includes contracts—$25,000 for water resources 

‘ Less local costs owing to previous year’s expenditure 

' Servicio grants 

‘Increased grants, $85,000; new Industrial Servicio 
United States and servicio payrolls 


Principal activity fields 


{In thousands of dollars] 


Agriculture and natural resources 

General projects 

Education 

Health and sanitation 

All other 

Domestic program costs , . ‘ 


otal 


Fiscal year 
1953 


1,074.4 


410 9 
397.0 
125. 4 


62.2 


2, 069. 9 


Total cumulative utilization of TCA funds,' fiscal year 1952 and fiscal 


{In thousands of dollars] 


Authorizations - - 
Obligations 
Subobligations 
Expenditures 
Unexpended balance 


As of June 
30, 1952 


Includes program direction costs now shown under the administrative budget. 


in in fiscal year 1953 


Proposed 
fiscal ye 
1954 
742. 1 
316.2 
wy 4 
6 785.0 
2, 140. 7 
$2, 609.3 
1, 500 
Hv 
Os 
Fiscal 
1054 
902.7 
sf ) 
451.8 
265 
85.9 
» 140 


As of June 
30, 1953 


, 849 


3, 849 


R18 
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rYPIC4AL ACTIVITY 





Agricultural research ud extension, $896,600 for fiscal year 1954 
Re st Qn in two distinet agricultural environments: Tingo Maria, in the jungle; 
1 Ls ina, for the coastal and sierra areas. Tingo Maria emphasizes develop- 
ment of ‘ sen crops suitable for production and storage in humid climates, and 
industrial crops suitable to jungle areas. La Molina concentrates on food and 
forage crops. The 37 rural extension offices cover the three agricultural zones of 
Peru; the coast, the sierra, and the jungle and are in direct cooperation with 350 
area advisory committees with an organized membership reaching 1.5 million 
rural people. Considerable crop improvement has been achieved on corn, po 
tatoes, wheat and cotton. Specialized veterinary services are available to farmers 
through the extension service, and agricultural engineering assistance is offered to 
farm in protecting their land against erosion, in providing irrigation-wate! 
s ees, and in constructing drainage systems. Farm machinery pools assi 
farmer ) preparing and seeding the land, harvesting crops and other operation- 
sreedin cattle sheep, goats, hogs and chickens have heen imported for the 
provement of the native stocks 
I bplanalro 4‘? €7 ad balance, estimated as of June 30, 1953 
™ 
Unliqut 
liga 
(ara s 1s | 
Tra v I ( 1 State 55 
Othe 195 
Tota 1,031 
Kemarks: Additional grant \griculture, $30,000; education, $30,000; healt! 
$20,000; training, $42,000 Contract private investment, $35,000. 


Mr. ANprREews. Here is a country where we are beginning to move 
certain projects which we think have been demonstrated beyond a 
shadow of a doubt and where they ought to begin to be assumed by 
the Government itself. This is one of the outstanding programs in 
Latin America. Anyone who has been in Peru and talked to anyone 
there can tell you that this program reaches almost everybody in it. 
This is one place where we have been able in relatively recent years 
to establish with them a genuine Peruvian-manned extension service 

Mr. Taner. You-have told us about that. 

Mr. Anprews. Yes. | need not go any further unless you have 
questions 

Mr. Taser. In spite of the fact vou are telling us about a record 
of accomplishment, you are increasing the figures. 

Mr. Anprews. That is right 

Mr. Taser. And one would normally think when you have ac- 
complished your aim that you would begin to reduce the budget. 
That is what you told us about one of them a little while back. 

Mr. Anprews. That is right. 

Mr. Taser. Why do you not do that bere? 

Mr. Anprews. | might tell you that that thing is very seriously 
under consideration, and Mr. Rowe and I will probably be going to 
Peru within the next 10 days to sit down with them on this problem. 
The fact is they kee p pushing us for more things to do, but there are 
things it is time to move over 


469 


Mir. ANpERSEN. Would it help you if we cut it down a little bit? 

Mr. ANprews. No; please do not do that. 

Mr. Rowe. The principal reason it is in there this vear at that 
rate, their Congress did not get it in this year and they would like 
to continue it 9 more months. 

Mr. ANprews. And then we will reduce it 

Mr. Coox. This does provid for a cut in agriculture 

Mr. ANpreEws. That is right 

Mr. ANDERSEN. Why would it bic necessary to more than double 
vour work in health and sanitation if, as you say, this has been so 
thoroughly accomplished in Peru? 

Mr. Anprews. I will tell you, sir, in health and sanitation the 
original health programs in Latin America were designed primarily 
for the larger centers, and they developed the clinic system of public 
health which you have in practically all the larger centers in the 
United States. The public health program, except in a demonstra- 
tional way, has not really had the basic problems of the insect and 
carrying type of diseases. Sanitation has been a big program, but 
that is a very large country. You have acres and acres and acres of 
jungle, and the attempt of this sanitation program is to take it into 
the “sticks’’ so to speak. 

There is another factor, and that has to do with mdustrial hygien 
wd this, 1 do not mind telling yuu, is directly ullied with the interest 
of Americans who have investments and who are running minine 
operations in that part of the world. A miner, of course, that works 
in this high altitude has to have a bigger chest. You, for instanc: 
Mr. Andersen, having been a miner, know that in the high altitudes 
it is difficult to have miners. The diseases of miners are rampant in 
that area. There have been established by technicians on the payroll 
of ITAA industrial hydiene clinics in these mining areas, and they are 
attacking through the demonstration method the respiratory diseases 
that come from the mining operations. A miner is a kingpin over 
there, because the barrel-chested Indians are the only ones that can 
work in those mines. 

Dr. Pancoasr. It is not health and sanitation that has doubled 
That has just increased 10 percent, It is the miscellaneous item that 
has doubled. 

Mr. Anprew’s. But there is an expansion in the industrial hygiene 
program and tle rural sanitation program 

Mr. ANpreEsEN. Off the record. 

(Discussion off the record.) 

Mr. Taser. Any other questions? 


URUGUAY 


We will take up next Uruguay. This statement will be inserted in 
the record at this point. 
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The statement referred to is as follows: ) 


URvuGuayY 
General agreement, signed Mar. 14, 1951 


(Thousands of dollars] 








Actual Estimated, Proposed, 
fiscal fiscal year fiscal year 
1952 1953 1954 
United States program costs (obligations 
For technicians 74.8 145. 7 1188.8 
For trainees a 82.7 121.2 292.1 
For local costs 166.5 24.9 3107.5 
For supplies and equipment ¢ ita ae ites 50.0 | 100. 0 5150.0 
Total ___ 374.0 391.8 | 538. 4 
Estimated Uruguayan contribution | $431.7 $518. 0 $595. 7 
Number of local personnel ¢ F 228 | 207 | 200 
Number of United States technicains 10 | 11 | 15 
Number of training awards_ - - ; 23 | 25 | 21 
+ rm 7 | | 
' 4 additional technicians, 
? 4 less training awards. 
+ Increased local costs. 
* Servicio grants 
Agriculture servicio grant increased $50,000 
nited States and servicio payrolls, 
Principal acvivity fields 
{In thousands of dollars] 
Fiseal year Fiscal year 
1953 1954 
er iim AEN as rt 4 ae a a | ; 
Agriculture and natural resources nlichtedioletionidhiette clube eal 86. 6 | 163.6 
General projects , " aeeee - . 
Education ‘ o---2--- ; =: 
Health and sanitation ‘ ; 163.8 177.0 
All other : 120, 2 | 4 
Domestic program costs . | 21.2 | 23.4 
he oe a 
Potal ' : : 391.8 | 538. 4 


Total cumulative utilization of TCA funds ' (fiscal year 1952 and fiscal year 1953) 


[Thousands of dollars] 


As of June As of June 





| 380, 1952 30, 1953 
Authorizations i . . | 384 812 
Obligations 384 812 
Subobligations -~=|--==~ - 
Expenditures . : 162 | 539 
Unexpended balance 222 | 273 


i Includes program direction costs now shown under the administrative budget. 


TYPICAL ACTIVITY 
Industrial dvelopment, $126,700 for fiscal year 1954 


Program now being formulated provides for an industrial productivity servicio, 
which will render consultant management and engineering services to aid medium 
and small industry aimed at increasing productivity. 





471 


\ number of general meetings have been held with many representatives of 
industry, universities, commerce, and government, and the groundwork has been 
laid for national support for this program of industrial improvement. 


Explanat on of une rpended balance. estimated as of June 0, 1958 
T 
gali 
Grants 50 
lraining in United States 11 
Other 212 
Total ‘ 273 


Remarks: Additional grant: Industry, $50,000. 


Mr. Anprews. Uruguay is a relatively small program, $538,400, an 
increase of about £150,000; estimated Uruguayan contribution, 
$595,700. This is for some industrial work in that little counwrs 
some work in the schools, and the main new project is an industrial 
productivity servicio, which is a combination of their Government, 
our Government, and private people establishing a bureau of assist- 
ance to the going industries within the country to try to increase 
their productivity, standardization of their products, and things of 
that kind. 

Mr. Taner. Why do you provide for an increase when your records 
show you have only about one-half as many people on the job as you 
indicate here for 1953? 

Mr. AnprEws. Mr. Rowe, will you answer that? 

Mr. Rowe. The productivity and industry program is new 

Mr. Taser. But you have 11 United States technicians authorized. 

Mr. Rowe. That is correct. 

Mr. Taser. And the actual number is six. Why do you try to 
jump to 15 in 1954 when you are not able to employ all that you have 
allotted to you for this year? That does not make sense. 

Mr. Rowe. At the moment we have transferred people out of 
Uruguay to other posts in Latin America. 

Mr. Taser. Out of Uruguay? 

Mr. Rowe. Yes, sir. 

Mr. Taper. We generally do not try to increase funds for personal 
services when it appears that you do not need them. That is about 
what you present. 

Mr. Rowz. We have two brand-new programs; the agreements 
have just been signed. One is the Industrial Productivity Servicio, 
to which the Uruguayan Government is contributing as well as private 
interests. 

Mr. Taser. You do not show what you have the money set up for 
for this year. 

Mr. Rowe. It is brand new. 

Mr. Taser. So it does not justify too much more money. 

Dr. Pancoast. These represent positions authorized. We follow 
a policy of moving people about every couple of years. 

Mr. Rowe. Every 6 years. 

Dr. Pancoast. It does not mean they were not there during the 
year. 

Mr. Taser. Any other questions? 
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VENEZUELA 


We have next Venezuela. We will insert this statement in the 
record at this poimt. 


The statement referred to is as follows: 








VENI i 
( eement signed Sep 4 [952 
4 an Estin Proposed 
S fiscal year fiscal year 
1953 1954 
l t s ( , 
I ul 77. ¢ 115. ¢ 121.4 
i ¢ 21.8 
For s 25.5 45. ( 
I 2 95.0 25. ( 
Tota { 187.9 192. 0 
Estimate ) l $1, 059.0 $1. 270.8 $1, 461.4 
I ‘ l 5 251 
‘\ t € > ( & ) 
be f train iM 5 0 
’ i 
a1 t t ul 
Prin pat activit field 
thousands of dollars 
Fiscal year Fiscal year 
1953 1954 
Agricultur natural resour 
} 
H 4 i 156.8 148. 4 
\ 23.5 39. 1 
7.6 4 
187.9 192. 0 
Total cun fave itilizat n of TC A funds} fiscal wear 1952 and fiscal year 1953 
As of June 30,| As of June 30, 
1952 1953 
A ait ‘ 130 310 
Of ALi 130 310 
Exp re 118 236 
x i 12 74 
Inclu program direction costs now shown under the administrative budget. 


rYyPICAL ACTIVITY 


Health and sanitatior $148,400 for fiscal year 1954 


Construction, extension, and rehabilitation of water-supply systems and 
assistance the Government’s industrial hygiene program. Plans for construc- 
tio extension, or rehabilitation of public water-supply systems serving more 


than 100 communities have been completed by the Engineering Division of the 
Servicio, and the program for fiseal year 1954 envisages the actual operations that 


i 
) 
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ll help to bring these plans to fruition, Nurse-training activities resumed. =f 
he past a supply of competent nurses was trained through the assistance give! 
the National School of Nursing Plans are being developed to provide technical 
ssistance in the improvement of collecting and analyzing vital statistics 


Er planation of unexpended balance estimated as of June 30, 1953 


| Thousands of dollar 
Unli« y 
CiTAts 
lraining in United States 
(other 74 
Total 71 


Remarks: None 


Mr. ANDrREws. This is a very small program in which the Vene- 
zuelans are putting in about eight times as much us we are. This is 
primarily a health and sanitation program. It works into and paral- 
lels with the work of some of the great oil companies there 

Mr. Taner. Any questions on that? 


DEPENDENT OVERSEAS TERRITORIES CARIBBEAN 


Mr. AnprEws. The one other is the so-called, as the chairman 
knows, dependent overseas territories of the Caribbean 

Mr. Taner. This statement will be inserted in the record at this 
point. 

The statement referred to is as follows: 


DOT’S 
General agreement signe d 


[In thousands of dollar 





Actu I ted Pro 
i f I fiscal ve 
9 1953 1954 
United States program costs (obligations 
For technicians 2 Z 43. { 
ror trainee 1v. 8 $1 
For local costs 4 } ) 
For supplies and equipment 2.1 
lotal . 69. 9 24.0 246.1 
tstimated DOT's contribution 
Number of If ited Stat tech ins ) > Q 
N iber of training awards ‘ 5 LU 
Principal activity fields 
{In thousands of dollars} 
Fiscal year Fi l : 
1953 1954 
Agriculture and natural resources 12.6 
teneral projects 
Education > o 1s 
Health and sanitation > 
All other ) 
Womestic program costs y 19. 1 
otal 24. ( 
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Total cumulative utilization of TCA funds! (fiscal year 1952 and fiscal year 1953) 


{Thousands of dollars] 


1952 19 
A at is 86 
( l oS 8b 
ligat 
} tt 81 
I I 63 ) 


TYPICAL ACTIVITY 


Health and sanitation, $37,000 for fiscal year 1954; health and sanitation training, 
$40,000, total, $77,000 ’ ' j 

Several seminars in nutrition are planned at the University of Puerto Rico for 
students at various levels of instruction in the area. Assistance to the low-cost 
self housing project and for considering a housing seminar. 

Continued assistance to the Metropolitan Vocational Training School in 
Puerto Rico. Assisted a low-cost self-help cooperative housing project in Surinam, 
Trinidad, Antigua, Jamaica, Barbados, and Windward Islands. Approved 
training in dam construction, reforestation, and portable sawmill operation, soil 
surveying and land classification for residents of Surinam and in several other 
fields for the whole area. 


Explanation of unliquidated balance estimated as of June 30, 1953 


[In thousands of dollars] 
Unliquidated 
obligations 
Grants eta rm en . i cece 
Training __ oe eae : aS) ee : : 5 
Other 


Remarks: None. 

Mr. Anprews. Last year the Congress assigned to TCA the depend- 
ent overseas territories of the metropolitan powers in the Caribbean 
areas. The programs there are very, very small. I would like not 
to have this on the record. 

(Discussion off the record.) 

Mr. Taser. Who started this? 

Mr. ANprews. MSA; and we have taken it over and it is primarily 
now simply a training program. There is some remarkable work 
going on in housing by two technicians. 


REGIONAL 


Mr. Taper. Next we take up regional. This statement will be 
inserted in the record at this point. 
(The statement referred to is as follows: ) 





er 
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REGIONAL 


{In thousands of dollars] 


Actual, fiscal Estimated, Proposed, 
eae fiscal year fiscal year 
ono | ) 
year 1962 | 1953 1954 
United States program costs (obligations 
For technicians “ 316.1 | 843.7 878. 2 
For trainees 219.0 | 79.7 
For local costs 1349.1 | 682. 2 405 
For supplies and equipment... | | 
Total iss 884. 2 1, 605. 6 1, 283. 7 
Estimated regional contribution 
Numper of United States technicians 44 72 80 
Number of training awards (? 20 


Includes contracts 
2 Reflected in country origin, 


Principal activity fields 


{In thousands of dollars] 


Fi il year Fi al y ir 
1953 1954 

Agriculture and natural resources 562.4 308. 1 
Crener il projects 65, 0 65. 0 
Education 1% 107.0 
Health and sanitation _- 249. 3 237.8 
All other 555. 4 $58. 0 
Domestic program costs 3.0 s 

Total ‘ 1, 605. 6 1,2 


Total cumulative utilization of TCA funds,' fiscal years 1952 and 1953 


(Thousands of dollars] 


As of June As of June 


0, 19 


Authorizations -- . 900 2, 574 

Obligations 900 2, 574 

Subobligations . . .- 

Expenditures 624 1, 675 
Unexpended balance- . - . : 27¢ 899 


1 Includes program direction costs now shown under the administrative budget 


TYPICAL ACTIVITY 


Agriculture, $350,100 for fiscal year 1954 

Area development, engineering, commodities, extension service, reaseach, 
forestry and fisheries. Cooperation with the Haitian Government in the prepara 
tion of a detailed, long-range plan for agricultural and economic development 
of the Artibonite Valley. Studies of irrigation development possibilities in sev- 
eral areas, such as the Tempisque Valley in Costa Rica. Research work on vege- 
table oils in Paraguay, Brazil, and other countries. The regional pool of tech- 
nicians provides short-term services in various highly specialized fields, assistance 
in analyzing programs; initiates specific projects and studies major problems 
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} mnali ) r) led balance estimated as of Jun’ 30, 1953 
In thousands of dollar 
Uni fed 
Grants 
Prair 13 
Othe S56 
I al ROD 
Remarks: Additional authorization for contracts 
Public administratic $17, 760 
| strial producti 20, 25: 
ira { 19, 500 
' : ~ 
i a 4 >| ) 


Mr. Rowe. In our regional projects, rather than have technicians 
stationed in countries where they do not have a full-time job, we 
organized those people so that they can go as called upon. We keep 
this small pool of men available to go when called upon outside the 
country 

Mr. Taser. Where are these people based? 

Mr. Coox. The civil aviation mission, consisting of about a half 
dozen, is based in Panama. Other missions are in Peru and Brazil. 
Operating out of those countries to cover in a specialized field the 
work of technical assistance in the other countries. I can supply the 
details for the record 

The information is as follows 


4 Pu 
He E ) 7 . s 
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Mr. Taser. You have 80 technicians, this savs. How many do 
you actually have on hand of the 72 authorized for 1953? 

Mr. Rownr. This also includes the people that we have from certain 
universities which are of a regional nature, and it includes the contract 
with Texas A. & M., on contract in the public health evaluation 
survey, and that kind of thing that is regional in character and applies 
to more than one country 

Mr. Cook. There are 55 positions filled in the region, plus 3 contract 
emplovees. 

Dr. Pancoast. This is different from the other table in that the 
other table was an actual count as of May 31, and this is an attempt 


to estimate the June 30 figures 30 days later. The grand total for 
all TCA countries is about 3 percent higher on the total than the 
figures you have for May 31, which was an actual count. This is a 


projection. 
Mir. Taser. We ought to have the June actual presented to us 


Dr. Pancoast. We will supply that for the record 
The information is as follows: 


rhe total positions filled for the Latin American progran mu June 30, 1953 


as 663 


Mr. ANprews. That winds up our program. 
NeAR East AND AFRICA 


EGYPT 


Mi Chairman, just before we close, 1 feel we have not done as 
vood a job as we should in presenting this case, and I feel very bad 
about our inability to make ourselves understood about that unex 
pended balance in Egypt 

Mr. ANDERSEN. Off the record. 

Discussion off the record. 

Mr. Anprews. I would like permission to put at this place in the 
record a simple statement of that Egyptian thing. ' 
facts in a little less than two sentences. 

Mr. Taser: All right, it may be included. 

The statement referred to is as follows: 


his does tell the 


The new agreements with General Naguib last March considered the establish 


ment of three special demonstration areas—1 province in each of Egypt’s 


regions, upper, middle, and lower Egypt Enough money was scraped together 
from remaining 1953 funds to launch 2 of the 3 projects and carry them throug! 
fiscal year 1954. No new money is requested for these. The request for 1054 


to carry the third area and the overall services throughout the rest of Egypt 
It does not duplicate in any way the money already on hand from fiscal year 195 


Mr. Taser. We will recess at this time until 1:30; 








WEDNESDAY, JuLY 8, 1953. 
MUTUAL DEFENSE FINANCING 
WITNESSES 


DR. D. A. FITZ GERALD, DEPUTY TO THE DIRECTOR FOR OPERA- 
TIONS 

JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR PROGRAM 

WALTER F. STETTNER, ECONOMIC PROGRAM COORDINATOR, 
STAFF OF ASSISTANT DIRECTOR FOR EUROPE 

SAMUEL P. HAYES, JR., ASSISTANT DIRECTOR FOR THE FAR EAST 

GLENN H. CRAIG, ACTING ASSISTANT DIRECTOR FOR SUPPLY 

FRANK DENNIS, ACTING DIRECTOR, INFORMATICN DIVISION 

JOHN E. MURPHY, COMPTROLLER 

GEORGE W. LAWSON, JR., DIRECTOR OF BUDGET DIVISION 

EDWIN M. MARTIN SPECIAL ASSISTANT TO THE SECRETARY OF 
STATE FOR MUTUAL SECURITY AFFAIRS 

MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE 


Mr. Outy. Mr. Chairman, I think we might turn now to chapter II 
of the bill, Mutual Defense Financing, the summary estimates of 
which appear at pages 1-33 through I-36, with a great deal of support- 
ing material in part III rather than part II of the book, and Dr. D. A. 
FitzGerald, Deputy to the Director for Operations, who sits to my 
right, will be the principal witness. The executive branch is supported 
by representatives of the Department of State and of the Department 
of Defense. 

Mr. Taser. This is economic aid, is it not? 

Mr. Ounty. Yes; formerly this was economic aid; it is now termed 
‘‘Mutual defense financing,’ because substantially everything which 
is shown in this is directly related either to production of military 
equipment or support of military forces. 

Mr. Taser. Dr. FitzGerald, the committee will be very glad to 
hear what you expect to do with this money, and why you want it. 

Dr. FirzGeravp. May I turn first of all to page III-7, which con- 
tains a brief summary of the mutual defense financing for fiscal 1954? 
The items shown on this page of $518 million comprise the bulk of 
the $992 million which was shown in the early part of the submission. 
The difference between the two is in certain special items which we 
will refer to shortly. Greece, Italy, Turkey, Yugoslavia, and United 
Kingdom will receive assistance in the form of defense support to 
permit larger defense efforts than would otherwise be possible. In 
Austria and Western Berlin direct economic assistance will be given. 
In addition France and United Kingdom will receive $100 million 
each of special defense financing for military production. 

Turning to the next page, which summarizes the European defense 
effort, which most of these funds are designed to buttress, you will 
note that the European expenditures for military purposes have 
increased from $6.4 billion 4 years ago to an estimated $13.7 billion 
in fiscal 1953 and an estimated nearly $15 billion in fiscal 1954. The 
distribution of these expenses by countries is shown in the table 
immediately below, and the increases which have taken place in the 
defense expenditures of the European countries are set forth for the 
last 5 years. 








oF 


ad 
ch 
ry 


to 
it. 
n- 
4? 
of 


ve 
ad 
to 
In 
n. 
yn 


Sse 
ill 
ve 
nN 
1e 
le 
ne 
1e 


479 


EvROPE 


COMPARISON OF MUTUAL DEFENSE EFFORTS OF THE UNITED STATES 
AND EUROPE 


I should like to make 1 or 2 remarks about the relative effort of 
the United States and the European countries in the matter of mutual 
defense. Some of the elements in the relative effort are shown in 
the next 2 or 3 pages. 

On page III-9 you will note a comparison of the proportions of 
the gross national product devoted to the defense of the United 
States, which is estimated at 13.9 percent in fiscal year 1953 and 14 
percent in fiscal year 1954. For the other major producing countries 
in Western Europe, during fiscal year 1954 the United Kingdom runs 
around 12 percent, France a little more than 11 percent, Germany 
8.5, and Italy 5.7. For the total European NATO countries plus 
Germany as a group, an estimated 9.4 percent of the gross national 
product will be devoted to defense efforts in fiscal 1954. That is 
less than for the defense efferts in the United States, but I call your 
attention to the chart on page III-9, which shows the per capita 
gross national product for the United States for fiscal 1953 of around 

$2,234 and for Western Europe an average of $599. 

Mr. Davis. In this figure for the United States are you including 
just the appropriation for the Department of Defense, or are you also 
including funds in this program that are attributable to the defense 
efforts? 

Dr. FrrzGeraup. We are including funds that are included in this 
program and also attributable to the defense effort. There are also 
some atomic-energy expenditures in the United States defense-ex- 
penditure figure. 

Mr. Taner. That would be so in the European picture to a certain 
extent? 

Dr. FrrzGeravp. That is correct—for the United Kingdom and 
perhaps for France the same figures would be included. You are 
right. 

With a per capita gross national product in the United States of about 
four times the gross national product in Europe, the relative effort of 
the United States, while obviously great, needs to be considered i 
relation to a much smaller gross national product of the European 
countries. Ido not think there is any statistical way of measuring the 
relative contribution. You have to look at the relative indexes and 
come to some conclusion yourself as to whether this represents a fair 
contribution in the light of the different levels of income. 

Mr. Taner. What would be the Russian figures? 

Dr. FirzGurarp. I would have to look that up. 

Mr. Ounty. We will have that for you in the morning. 

(The information is as follows:) 

Estimates of gross national product in the U. S. S. R. are very inadequate 
but it is roughly estimated that gross national product is about $75 to $100 billion. 
Such statisties as are available do not permit any estimate of the proportion of 
gross national product devoted to defense. The Government of the U. 8. 5S. R. 
lumps together expenditures for both defense and investment which absorb 50 
percent gross national product. 

Mr. Taser. I note Yugoslavia was 15.7 percent, which is the high 
figure in Europe. 

Dr. FrrzGeratp. For the last fiscal year, actually it was estimated 
at 18.2 for fiscal 1952-53. 


35928—53——-31 








480 


As you will note, of course, the defense expenditures of Yugoslavia 
for the 2 years are estimated to be the same. The percentage in 
fiscal 1954 goes down a little, because we estimate some further 
increase in the Yugoslav gross national product in fiscal 1954, since 
we expect them to have normal weather conditions rather than 
drought as they had last year. 

Another possible index of relative effort and relative contribution 
is the matter of taxes, which is of interest to all of us. In some of the 
most important European countries, taxes as a percentage of gross 
national product are shown on page III—-10, which indicates that in 
Germany, the United Kingdom, France, the Netherlands, Belgium, 
and Norway the taxes are a higher percent of gross national product 
than in the United States. For Italy, Denmark, Greece, Turkey, the 
taxes are a smaller percentage of gross national product than for the 
United States. 

I might call your particular attention to the bar for the United 
Kingdom, since there has been some interest in other committees 
in the tax cut which the British announced about 6 weeks ago. The 
effect of that tax cut is shown in the stippled part of that bar. After 
that reduction, the tax burden is 31.6 percent rather than 32.7 percent. 
I might note additionally that at the same time the British made this 
reduction in taxes, they also cut their food subsidies by approximately 
& corresponding amount; and their estimate of tax collections for 
fiscal 1954 is shghtly larger than for fiscal 1953 in spite of this small 
cut in taxes; and they have not impinged upon their defense program 
at all, because the y have cut their food subsidies by almost a corres- 
ponding amount. 

The effect of this tax cut is to give a further incentive to both 
workers ao to management (a) for the workers to put in additional 
time and (6) for management and businessmen to reinvest more in 
productiv m ‘on they have been able to do in the past with the tax 
rates as high as they were. 

The economic strength of Western Europe I think you are fully 
familiar with, and I do not want to waste the time of this committee 
on it unless there are questions. It is shown in the 2 or 3 succeeding 
tables. Western European industrial production is up to 138 percent 
of prewar; agricultural production is in the neighborhood of 115 per- 
cent of prewar. During the last year or 18 months, industrial produc- 
tion in Western Europe has tended to stabilize—a development which 
causes us some concern, because it appears to us that the ability of 
Western Europe to carry an increasingly large proportion of its own 
defense expenditures is dependent upon further increases in gross 
national product in its industrial and agricultural production. 


GROSS DEBT OF EUROPEAN GOVERNMENTS 


Mr. ANpreRSEN. Do you have anything here to show the per capita 
average in those various nations, including ours, as to the national 
debt? 

Dr. FirzGerap. Yes, sir. 

Mr. AnpersEN. I do not wish to interrupt you now, but before you 
finish I wish you would go into that. 

Dr. FirzGeratp. We can put that in the record. We have the 
information available, although I do not believe it is in this book. 
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At the present time the British debt is nearly twice the gross annual 
product; the United States debt is something less than the gross 
annual product. 

(The information requested follows:) 


Gross debt of the central governments 


Debt as a 
percent of 
Country Date Total Per capita gross 
national 
product 


Million 

dollars 
Austria Dec. 31,1952 500) $72 
Belgium-Luxemburg do 5, 000 553 65.9 
Denmark - - - Mar. 31, 1953 1, 276 295 4.6 
France Dec. 31, 1952 13, 609 319 36. § 
Germany -.... do 6, 030 124 20.0 
Greece... June 30, 1952 510 63 21.7 
Italy Dec. 31, 1952 5, 839 123 35.3 
Netherlands do 6, 236 597 106. 0 
Norway June 30, 1952 1, 592 481 i. 5 
Portugal - - -. Dec. 31, 1952 434 50 30. 1 
Turkey -_-- do 1, 000 45 22. 7 
United Kingdom Mar. 31, 1953 71,072 1, 306 163. 6 
United States Dec. 31, 1952 267, 445 1, 688 77.5 


Mr. Taber. What is the gross national product in Britain? I see 
the debt is $71 billion. 

Dr. FirzGeraup. You will find it in the United Kingdom statistical 
table. 

Mr. Taber. That is page III-41. 

Mr. Ounty. The first figure in the left-hand box is the gross national 
product. 

Dr. FirzGreratp. That is $42.5 billion for the United Kingdom in 
the fiscal year just ended and $43.4 billion estimated for the fiscal year 
just starting. The British debt is something of the order of $70 billion 
in fiscal year 1953 and $71 billion in fiscal year 1954. 

Mr. Taser. It shows $71,072,000,000 here, and it seems to have 
gone down from 1951 rather than up—not very much but a little 

Dr. FrrzGeraup. That is correct, sir. 

Mr. Taper. It is 163 percent of the national product. Turkey is 
22 percent of the gross national product; Portugal is 30 percent; Nor- 
way is 50 percent; The Netherlands is 106 percent; Italy is 36 percent; 
Greece is 20 percent; Germany is 20 percent; and France is 36 per- 
cent. That seems to have gone down from 1952. Denmark is 34 
percent; Belgium is 65 percent; Austria is 15 percent. 

You may proceed, Doctor. 


EUROPEAN BALANCE-OF-PAYMENTS SITUATION 


Dr. FirzGeravp. The general European balance-of-payments situa- 
tion, Mr. Chairman, particularly because of the extraordinary United 
States dollar receipts which European countries are earning during this 
buildup period, is better than it has been in most years prior to this 
one. I hope the committee is interested in discussing the balance of 
payments for some of the individual countries a little later on in the 
testimony. I should like to draw your attention at the moment only 
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to the tables on pages I1I]-12 and III-13. Page III-12 shows the 
special receipts of Western European countries from various activities 
of the United States in Western Europe which resulted, in the fiscal 
year just ended, in total receipts from the Mutual Security Program 
and United States military expenditures for 15 countries of roughly 
$2.4 billion and, for fiscal 1954, $2.7 billion. Those dollars, of course, 
are available to and are spent by the Western European countries in 
the dollar area. The proportion of purchases by Western Europe 
from the United States which are being paid for with dollars earned by 
Kuropean countries either from normal trade operations or offshore 
procurement or services to the Military Establishment is increasing 
steadily. 
MUTUAL SECURITY AID PROPOSED IN 1954 


With the exception of France and, to a lesser extent, the United 
Kingdom, the defense support and economic aid which we are propos- 
ing for your consideration for fiscal 1954 are really quite minor. They 
are shown for fiscal 1954 in the bottom half of the table on page ITI-12. 

You will note a large half a billion dollar figure for France, and 
Germany is $15 million, as compared to the preceding year’s figure 
in that same table immediately above of $83 million. Italy is $57.5 
million compared to $102 million the preceding year. The $57.5 
million includes the proposed carryover of $37.5 million which we will 
discuss when we come to the country program. The figure of $200 
million for the United Kingdom is less than one-half of the aid made 
available in the preceding year. 

I call your attention to Greece, $20 million as compared to $80 
million last year. Turkey is $50 million compared to $55 million last 
year. Yugoslavia is $45 million compared to $122 million, nearly, the 
preceding vear. And Austria is $20 million compared to $49 million 
ni the year just ended. 

Mr. Taser. That represents a shifting of the benefits that are to 
go to these countries; does it not? 

Dr. FirzGerawp. | think it represents the working out on the part 
of these countries from under the chaos and difficulties which they 
were in at the end of the war and demonstrates an ability on the part 
of the most of them now, with the exception of the defense efforts 
which we are interested in having them undertake as well as which 
they wish to undertake for their own purposes, to get along on the 
basis of their own resources and their own ability. With the exception 
of France and the United Kingdom, the quantities we recommend 
for this part of the program are relatively very minor compared to 
our request in previous years. 

Mr. Onty. Should we not point out that the $500 million for France 
includes the $400 million to which we previously referred today, 
which is for the financing of procurement in France of items that will 
finally go to the forces in Indochina and which we talked about briefly 
this afternoon. 

Mr. Taser. We understood that. 

Dr. FrrzGeraup. I had a table here which I would like to obtain 
and put in the record, showing for the entire period the trend in these 
country authorizations. I compared the last 2 years—last year and 
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the one coming wp. 1 would like for the record, in order that you 
can get a longer view of the trend, to insert a table which shows the 
allotments going back to 1948. 

(The information may be found on pages 484 and 485.) 


RECEIPTS FROM UNITED STATES MILITARY EXPENDITURES IN BUROPE 


Mr. Taser. Now, there are a lot of things here in this table on 
page III-12 that I want to have explained. ‘There are very consider- 
able items of receipts in those different countries—United States 
military expenditures, for instance. Does that mean expenditures 
by our military for the maintenance of troops in those countries, or 
does it mean investments in materiel and real property and con- 
struction? 

Dr. FrrzGrraup. United States military expenditures represent 
disbursements by the Defense Establishment for the maintenance 
and supply of United States troops stationed abroad—troop pay, 
nurchases of food, local services. 

Mr. Taser. But it would only represent what they spent in those 
particular countries? 

Dr. FirzGerap. Yes, sir. 

Mr. Taser. Not what they carried over for support? 

Dr. FrrzGeraup. These are actual receipts by the countries of 
dollars from the Military Establishment for the purposes indicated. 

If you would like, they are dollar earnings by Western Europe for 
the services and the goods and supplies that the ‘v furnish the Amer- 
ican troops abroad. 

Mr. Taser. And while some of your figures have going down, the 
offshore procurement has gone up by $450 million, and the pipeline 
accumulations seem to go up. 

Dr. FirzGeratp. That is the use of the pipeline, as I understand. 

Mr. TaBer. Yes. And the total mutual security program receipts 
seem to be up. The United States military expenditures seem to be 
up quite substantially, and the overall figure seems to be up. I only 
call attention to that so that we will know where we are on it 

Dr. FirzGrravp. You will find on the next page, III-13, the data 
that I indicated I would insert later in the record, showing since 
April 1948 the program allotments to countries since the beginning 
of the program. ‘The first column is for 15 months. The program 
started April 3, 1948, but the rest are all for fiscal years. And you 
will note, for example, for Austria, which happens to be the first one 
in that table, that during the first 15 months it was $280 million. 
Then it is $166.5 million, $110.3 million, $120 million, $49.4 million 
and then the $20 million recommended for fiscal 1954. I think it does 
indicate very clearly the gradual and, in my opinion, rapid way in 
which Western Europe has, by and large, been able to get on its own 
feet and carry forward its own economic activities and progress. 
That, of course, omits the cost of part of their military build-up 


EUROPE’S DOLLAR RECEIPTS IN 1953 AND 1954 


Mr. Taper. I think you had better put pages III-12 and 13 in 
the record. 
(The matter above referred to is as follows: ) 








Europe’s extraordinary dollar recetpts for fiscal years 1953 and 1954 


Fiscal year and 


FISCAL YEAR 1953 
European de fenst 
Belgium-Luxemburg 
France 
Germany (Federal Republic 
Italy 
Netherlands 
“or 
Tota 
United Kingd and rth Europe 
Denmark 
Norwa 
United Kingdom 


yuntrie 


FISCAL YEAR 1954 


Country figures are illustrative 


lefense 


Belgiu Luxembourg 
France 
Germany (Federal Republic 
Ita 
Netherlands 
rota 
United Kingdom and northern Europe 


Denmark 
Iceland 

Norway 

United Kingdom 


Total 


Southern European 
Crreece 
Portugal 
rurkey 


Yugoslavia 


lotal 
Austria nani 


otal, 15 countries 
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[Millions of dollars] 


Receipts from mutual security 








Use of 
( shore ipeline 
a Mutual poy 
Dro defense ‘ 
ren financ- | US — 
pay- a is accu- 
ments — mula- 
tion 

4 1.0 15. 6 
178. 9 397. 5 —116.0 
1.5 83. 6 —1.6 
11.0 102.0 99. ¢ 
8.5 0 45.6 
4. 2 87.1 43.2 
0.9 7.6 3.0 
5. 46 2.3 
4 21.2 4.4 
39. ¢ 409. 6 10.4 
41.9 443. 75 11.3 
0.1 80.0 6.0 
4.4 
55.0 1.0 
121. 75 8.6 
1 256. 75 2.8 
49.4 9.2 
246.2 | 1,337.0 66. 5 
18. 1 0 10. 2 
322.7 —75.3 
11.8 68.0 
Le 8 
39.3 572.5 56. 2 
4.8 0 §.1 

0 

5 2 0 
150.0 200. 0 40.0 
160.0 200.0 73.0 
12.4 20.0 25.0 
1.0 0 9 
1.0 50.0 13.8 
1.0 45.0 16.0 
15.4 115.0 58. 7 
20.0 10.8 
714.7 907.5 198. 7 


program 


Total 
mutual 
security 
program 
receipts 


20.9 


460. 4 





18 


459. 6 


496. 95 


28.3 
747.4 
04.8 
240. 5 


57.0 


168.0 


390. 0 


433.0 


57.4 


64.8 
62.0 


189. 1 
30.8 


1, $20.9 





United 
States 
military 
expendi- 


tures 


230 
240, 
40 
24 


607 


790 


9 


14 
135 


176 


0 
0 


v 


Total of 


receipts 
from 
mutual 
security 
program 

and 

United 
States 
military 
expendi- 
tures 

92.3 

690. 4 

323. 5 

253. 4 

82.0 

1, 441.6 
26.9 

11. 65 
26.7 
7.6 

642. 85 
RA. 1 
7.9 

59. 6 

113. 25 

266. 85 
RS. f 

2, 439.9 

105. 6 

1, 077.4 

324.8 

294.0 

R&. 6 

1, 890. 4 

32.8 

5.1 

46.1 

525. 0 

609.0 

57.4 

12.5 

71.7 

62.5 

204. 1 

60.8 

2, 764.3 
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Country programs (balance-of-payments basis 


[Millions of dollars] 


Fiscal 
April Total jyear 1954 
Cc . 1948- Fiscal Fiscal Fiscal Fiscal April |(eountry 
ountry Rae x , tans ‘ 
’ June jyear 1950 year 1951 year 1952 year 1953 1948 figures 
1949 June 1953 | are illus 
trative) 
Austria . 280. 0 166.5 110.3 120.0 49.4 726. 2 20.0 
Belgium-Luxembourg and DOT é 261.4 240.9 74.3 8.9 1.0 586. 5 0 
Denmark 126. 2 86. 1 45.1 14.0 7.5 278.9 0 
France and DOT 1, 313.4 684.3 423.1 271.5 397.5 3, O89. 8 1 500.0 
Germany (Federal Republic 613. 5 457.3 384.8 106. 0 83.6 1, 645. 2 15.0 
Crreece . 191.7 156.3 166. 9 179.0 80.0 773.9 20.0 
Iceland ; 8.3 7.0 8.4 5.5 5.5 34.7 0 
[reland 86. 3 44.9 15.0 146. 2 0 
Italy (including Trieste) 685. 9 416, 2 242.9 162. 5 102.0 1, 609. 5 57.5 
Netherlands and DOT 571.1 296. 7 101.8 100.0 0 1, 072. € 0 
Norway and DOT 101. 1 89.5 46.1 16.8 21.2 274.7 0 
Portugal and DOT 38.8 11.1 49.9 0 
Sweden , 45.4 51.9 9.6 106.9 0 
Turkey 49.0 58. 5 45.0 70.0 0 277. 5 0.0 
United Kingdom and DOT 1, 619. 7 900. 9 208. 4 350.0 409. 6 3. 578.6 200. 0 
Yugoslavia 29.0 80.3 121.7 231.0 45.0 
Total 5,953.0 | 3,695.6 | 2,011.7 | 1,484.5 | 1,337.0 | 14, 481.8 #07 
Undistributed ocean freight 33.5 21.5 5.0 
EPU-United States contribution 350.0 11.4 2 361.6 
MSA inventory account_.. 9 9 
Grand total 5, 953.0 | 3,695.6 | 2,361.7 | 1,529.3 | 1,359.7 | 14, 899.3 1 907 


1 Includes $400 million for financing equipment and support of forces in Indochina. 


Mr. Taper. Is there anything else? 

Dr. FirzGeravp. Unless you have some questions on the general 
situation, I think that covers it. 

Mr. Taser. I think we have been over the general situation fairly 
well. I do not think we need to go into Austria very much. The 
French picture we have discussed pretty thoroughly before you came 
in, Doctor. Four hundred million dollars of that is for the purchase 
of French manufactured goods and that sort of thing for Indochina 

Dr. FirzGeravp. That is correct. 


FRANCE 
AMMUNITION PROGRAM 


Mr. Taser. And $100 million—I suspect that is direct economic 
aid, but you can tell us about that. Why do you ask for that? 

Dr. FirzGrraup. That $100 million is proposed for the purchase 
of ammunition and certain artillery weapons for the French forces. 
Those would be purchased in France and made available to the 
French forces that are assigned to NATO. 

The purpose of this particular proposal is to meet and to supplement 
one of the more important deficiencies in Western Europe generally 
and particularly in France. That is ammunition. 

Perhaps some of this report on the status of the ammunition should 
be off the record. 

Mr. Taser. I guess it is all printed in the hearings before the 
Foreign Affairs Committee; is it not? 

Dr. FirzGreraup. The purpose of this $100 million? 

Mr. Taper. Yes. 

Dr. FirzGerawp. Yes; it is. 
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Mr. Taser. And what would happen if it were not provided? 
There was a story that the French would have canceled contracts 
for that amount. That seems to be what Mr. Halaby said. 

Dr. FirzGrravp. | think Mr. Halaby was talking about an earlier 
amount of funds which was made available through the Defense 
Department, but the purpose was, in many respects, similar. This 
$100 million would represent funds to be used in the fiscal year 1954. 

I think Mr. Halaby was talking about funds used in the fiscal year 
1952 and the fiscal year 1953 for the purchase of or taking over of 
contracts let by the French Government in France which would, 
otherwise, have been canceled. 

Mr. Taser. That is what Mr. Halaby says with reference to this 
particular item. It seems to be pretty clear. You might tell us a little 
more about it if you wish. 

Dr. FirzGeravp. I did not hear Mr. Halaby’s testimony. 

Mr. Taser. We will give you the book and you can read it. Go 
ahead and tell us what you would like to about that. 

Dr. FirzGreratp. The $100 million which is included in this 
recommendation to the committee, sir; would finance $100 million 
worth of ammunition and artillery for the French forces, which the 
French Government is unable to finance from its own resources and 
which, if contracts have already been placed for it, they would have to 
cancel in the absence of supplemental financial assistance. 

Some of the contracts may have been placed. In some instances 
it is our opinion that the contracts have not been placed, so that we 
can sit down with the French and work out the most constructive and 
forward way of using these funds to supplement the ammunition and 
artillery resources of the French Army. 

Mr. Taper. Well, I guess we will stop with that for tonight, and 
start at 10 o’clock in the morning. 

Mr. Onty. Off the record. 

(Discussion off the record.) 

Mr. Taser. That will be all for tonight. 





SATURDAY, JULY 11, 1953. 


Mr. Taner. Mr. Ohly, what is the next item? 

Mr. Ouxty. We go back now to chapter Il, Mutual Defense Financ- 
ing. Dr. FitzGerald made an opening statement on that the other 
day, and I believe we were on France when we adjourned. 

Dr. FirzGrratp. We had covered such general comments and 
questions that had been raised as to France when we adjourned the 
other day. The summary statistics on France are on page III 25. 
Unless there are further questions in respect to the program for 
France, we could go on to the Federal Republic of Germany. 

Mr. Taser. This program for France does not appear on that 
page, does it? 

Dr. FirzGerautp. The program for France appears on page III 13. 

Mr. Taser. Did you tell us about the support for Indochina, the 
$100 million? What was that? 

Dr. FirzGrraup. The $100 million was for the purchase of ammuni- 
tion and artillery weapons in France for the French Army. The pro- 
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gram involves the possible purchases of ammunition for 108-milli- 
meter howitzers; for 81-millimeter mortars; and for 21-millimeter 
mortars. It also involves the potential purchases of antiaircraft guns 
and 155-millimeter and 105-millimeter howitzers. As I mentioned 
when we were discussing this matter previously, ammunition is one 
of the real shortages which western Europe faces. 

Mr. Gary. Off the record. 

Discussion off the record.) 

Taner. Any further questions? 


CONTRIBUTION TO FRENCH BALANCE-OF-PAYMENTS PROBLEM 


Dr. FirzGrratp. May I make one additional comment, particu- 
larly in reference to Mr. Gary’s question. The providing of aid to 
France does contribute to the French balance-of-payments problem 
which has been troublesome in the past 2 or 3 years, as well as furnish- 
ing the additional military products which the French need, both in 
Indochina and to maintain ‘heir contribution to NATO, 

Mr. Taper. Any questions’ 


GERMANY 


If not, we will go to Germany, which appears on pages 26 and 
of title III. Will you tell us about that? 

Dr. FirzGeratp. This recommendation of $15 million compares 
with $83.6 million for the current fiscal year and $106 million 2 years 
ago, and results in a practical phasing out of the economic-aid pro- 
gram for the Federal Republic. The $15 million is contemplated 
solely for use in supplementing the funds of the Federal Republic for 
the refugee program, which, as you know, is a very heavy one in- 
volving a flight of refugees from bebind the Iron Curtain, most of 
them from East Berlin, at a daily rate hardly ever below 1,000 a day 
and sometimes a3 high as 3,000 a day. Those refugees have to be fed 
and housed, provided a minimum of clothing and flown out of Berlin 
as rapidly as they can be put through the processing, and reestablished 
in the Federal Republic. That means additional housing, training 
for new skills, finding them jobs, and the general cost of absorbing 
this large number of refugees annually. Fortunately, both the 
industrial activity and the agricultural activity of the Federal Republic 
are continuing to advance, as you will see from the brief chart at the 
top of page 27, and in spite of the large influx of refugees the Federal 
Republic has been able to absorb most of them in the Western 
economy. 

The total cost of this program to take care of refugees is much greater 
than the proposed contribution that we propose to make to it here, 
running well over 2 billion deutschemarks a year. This represents 
just a gesture. 

Mr. Gary. I notice their exports were up considerably in 1953 
over 1952, and you estimate a drop in 1954. Why is that? 

Dr. FirzGeraxp. I will ask Mr. Craig to comment further, but I 
suspect that represents a decline in prices, with volume remaining 
as high or higher. 

Mr. Craia. I think that is right. I can check that and supply the 
answer for the record. 
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Che information is as follows:) 


A subsequent check indicated that about $17 million of the drop is accounted 
} reduced shipments steel anticipated to go to the United States. The 
rike the United States last year caused abnormally high exports of this 
li Increased tempo of military production in Germany has been 
assumed which would result in less materials available for export. The response 
iestion sl iid have indicated therefore that the reduced estimate of 

fisca 154 exp as due mainly to these causes and not to price declines. 
REVISED ESTIMATES AS RESULT OF REDUCTION IN AUTHORIZATION ACT 


Mr. Taper. Before we go any further, I would like to have you 
turn to page I-33 and give us the revised figure resulting from the 
reduction in those first 4 items of $50 million in the Authorization Act. 

Dr. FirzGrratp. Mr. Ohly will give you that. 

Mr. Murpny. The revised authorization figure is $952.2 million. 

Mr. Taner. That takes the place of what? 

Mr. Murpny. Of the total. 

Mr. Taser. Of the $1,125,000,000? 

Mr. Mureuy. No, sir; the $992 million at the bottom. 

Mr. Taner. The $992 million? 

Mr. Murpny. That is $952.2 million, which includes $18.2 million 
worth of local currency. 

Mr. Gary. Off the record. 

Discussion off the record.) 

Mr. Taner. Have you the conference report? 

Mr. Murpny. Yes, sir. The figure there is $934 million; and, 
plus local currency of $18.2 million, it will equal $952.2 million, which 
is the figure I quoted. 

Mr. Taner. And the figure here is $250 million instead of $307 
million? 

Mr. Murpny. No. 

Mr. Taser. That is what the conference report says. 

Mr. Murpnuy. That is correct, but the $307 million is not the total 
figure for Europe. If you take that $307.5 million, subtract from it 
$37.5 million, whiclr is old money requested to be carried over, that 
will give you $270 million. Then you add $10 million of new money 
for Spain, which is on the next line. 

Mr. Taner. You mean we put $10 million on top of the $85 million? 

Mir. Morpny. No, sir. The $10 million is included in the $85 
million. 

Mr. Taser. On the top item you have $270 million? 

Mr. Murpuy. The next item is $10 million of new money. That 
makes $280 million. 

Mr. Taper. Spain is how much? 

Mr. Murpuy. The $10 million of new money. 

Mr. Taser. Does the $85 million still stay? 

Mr. Murpny. Yes. That includes the $10 million. 

Mr. Tasnrer. Then we have technical assistance. 

Mr. Murpuy. $12 million plus $11 million in local currency. 
That is all new money. 

Mr. Gary. That makes $23 million? 

Mr. Murpuy. Yes. $7.6 million is for information. That consists 
of $400,000 in new dollars and $7.2 million for the purchase of local 
currencies. 

Mr. Taser. How much for local currencies? 

Mr. Murpuy. $7.2 million. 
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Mr. Taper. All right. 


\ir. Murpeuy. The next two items are new dollar commitments of 
$5 million and $2.6 million. 

Mr. Taper They are $5 million for the E iropean Cooperative 
Bank, and $2.6 million unprogramed., 

\lr. Murpuy. Yes. That will give a grand total of $300 million, 
vhich compares with the $250 million in the authorization 

Nir TABI R These firures will “live US a total ol how much? 


\lr. Mureny. $300 million, sir. 

\Lr. Tarer. As compared with a total of what? 

Mir. Mureuy. That compares with the total of $250 million author- 
ized in the authorization bill. If you notice, Mr. Chairman, the two 
items I mentioned, $11 million local currency and $7.2 million for 
information, represent the $18.2 million which you would add to the 
authorization for local currency requirements. 

Mr. Taner. We have no authority to make appropriation of funds 
beyond the authorization, whether it is local currency or anything 
else 

Mr. Murruy. There is an authorization in our conference report 
for additional appropriations of $98,396,000, which may be added to 
the several authorizations in the act as specific items. 

Mr. Taser. Where does that appear? 

Mr. Murrny. I believe it is section 548 of the bill, sir. It reads as 
follows: 

rhe several amounts otherwise authorized by this act to be appropriated are 
authorized to be increased by amounts which shall not, in the aggregate, exceed 
$98,396,000. 

Of that $98,396,000, $18.2 million has been applied to the purposes 
l indicated. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Taner. That makes it a pretty involved picture. 

Mr. Murpuy. I think that you can achieve comparability if you 
add $18,200,000 to the $250,000,000 authorized by the conference 
agreement and get your total of $268,200,000, and if you add the 
same $18,200,000 to the $300,000,000 originally requested you will 
get $318,200,000, and the difference is the $50,000,000 reduction 
sustained in the conference agreement. 

Mr. Anprersen. And the difference of $50,000,000 will be cut out 
of these items? 

Mr. Murpuy. That is correct, sir. 

Mr. Taner. Out of the details that you have given us? 

Mr. Murpuy. Yes. 

Mr. Taner. Where are we going to cut, then? 

Mr. Murpuy. That is a process that will take time to determine 
Dr. FitzGerald will probably be able to give you a better idea when 
they will be able to distribute that $50,000,000 cut. 

Dr. FirzGrrautp. We have not had an opportunity to reexamine 
each of the programs, Mr. Taber, since the cut was made. If you 
want a new figure we will have to prorate the $50,000,000 for the 
moment. 

Mr. Taser. Then there will not be any use asking you how much 
of that cut will be applied to France, Germany, or any of the others? 

Dr. FirzGeravp. The only guess we could make at the moment 
would be a pro rata guess. 
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GERMANY 


Mr. Taser. Where is there some language that tells about this 
German situation? 

Dr. FirzGeravp. Part 3, page 26. 

Mr. Taper. I have that, but it does not tell too much. That tells 
about the refugees. 

Dr. FirzGeraup. That is all this money is for. It is to supplement 
the costs that the Federal Republic is bearing in handling these large 
streams of refugees. As I indicated a while ago, that cost to the 
Federal Republic is well over DM2 billion a vear, and they are paying 
that. Asa matter of fact, the Federal Republic has a special refugee 
tax. It isa part of their tax legislation. They collect it from every- 
body The proceeds are used solely for refugees. 

Mr. ANDERSEN. Are there not receipts from private charity organi- 
zations that go to aid this refugee problem? 

Dr. FirrzGeratp. There are some, unquestionably, that are avail- 
able to supplement both the American funds and the Federal Repub- 
lic’s funds. I do not have an estimate of the volume. It is undoubt- 
edly significant. 

Mr. Taper. At this point we will insert in the record the informa- 
tion in the book on Germany. 

The information referred to is as follows:) 


GERMANY (FEDERAL REPUBLIC) 


The stream of refugees arriving in Western Berlin has averaged 1,200 a day 
before the East German revolt. Fifteen million dollars of economic aid is sched- 
uled as the United States contribution to solution of the refugee problem in Berlin 
caused by the influx of refugees from behind the Iron Curtain. 

The main purpose of this assistance is to get the maximum number of refugees 
out of Berlin to Western Germany, where the Federal Republic maintains a 
comprehensive program for taking care of the great bulk of refugees. Under 
present arrangements, Berlin has to retain 4 percent of ‘‘recognized”’ refugees 
and an unknown number of ‘‘nonrecognized”’ refugees. Even this relatively 
small percentage of the total flow is a strain on its already overburdened economy. 

Our program is designed to do the following: 

1. Help the reception and processing of refugees arriving in West Berlin. 

2. Assist in every way in increasing the number taken out of West Berlin. 

3. Assist in integrating into West Berlin the hard core of refugees which must 
remain there 

he dollars are required to generate the local currency necessary to carry out 
this refugee program. The Federal Republic will use the dollars under normal 
MSA procedures for dollar imports. 

The importance of United States aid for this purpose should be assessed in the 
light of recent developments in Eastern Germany. The example of West Berlin 
has done much to keep alive the spirit of freedom in East Germany. 

Strengthened by United States aid, West Berlin has served as a constant re- 
minder to the people of East Germany of the kind of life they could be leading 
were it not for the totalitarian government imposed upon them. 


Mr. Taner. I think that I would like to have you revise the table 
in title 1, page 33, and give us as soon as you can a breakdown of what 
the items will be with the figures in the bill, and indicate to us where 
new money is proposed to be used and where reappropriations or 
local currency is supposed to be used, which is to come out of the 
$98 million involved in section 548. 

Dr. FirzGrraup. We can do that. 
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GREECE 


Mr. ANDERSEN Will you discuss the situation relative to Greece 
nder this heading? 
Dr. FirzGreraup. As you will see from the table on section 3. 


page 13, Mr. Andersen, which shows the 1954 recommended illus- 
trative figure for Greece of $20 million, that compares with $80 
million for the vear just ended and $179 million for the fiscal year 1952, 
and somewhat comparable figures in the 3 previous fiscal years. 

The Greek economy has made remarkable progress in stabilizing a 
previously serious inflationary situation. An election was held last 


fall in which the current government won a substantial majority of 
the Parliament, so the political situation uppears to be stabilized for 
the immediate future. 

Greece devalued its currency from 15,000 drachma to the dollar to 
30.000 drac hma to the dollar about 2 months aco. That has helped 

the last 60 days to increase its exports and to put some damper on 
the demand for imports. 

Mr. ANDERSEN. I note here in title 3, page 8, you say: 


Of the proposed 520 million of aid in fiscal year 1954, approximately $14 million 
will be spent for food i fue: for the Greek armed forces and the civilian economy, 
and $5 million for raw materials and machinery for power development, strategic 
roads und * , 


Just what is the $5 million for? What items and what projects? 

Dr. FirzGeraLtp. May I make a general statement and then I 
will ask Mr. Craig to comment in more detail. This $5 million will 
be used largely for raw materials and machinery that are needed to 
complete projects, power and other projects, in Greece, which we 
started under the Marshall plan program. It represents, as you will 
observe, a very limited amount of business designed to complete the 
projects which we have heretofore supported. 

Mr. Craig. There are a number of projects that are still being 
completed in Greece, including power projects which were started as 
long ago as 3 years, th: at still require a cert in amount of « equipme nt 
to be put into them before they are finally turned over. 

Mr. ANDERSEN. Here you are getting distinctly into what we might 
term economic aid as opposed to that type of aid which has to do 
with the Armed Forces, are you not? 

Dr. FirzGeravp. This is, if you wish, a remnant of an old economic 
a - program, concluding the program in Greece now. In our opinion, 

the Greek economy maintains the progress it has made in the last 
15 ) months this will represent the last element in the last leg of a jour- 
hey to get Greece on its feet. It looks now like this will turn out 
most successfully. Greece will still have requirements for capital 
for important investment projects, additional power as well as oil 
refining, and other things, but we believe and feel the Greek economy 
may be in a position strong enough to borrow a substantial part of 
its requirements for those purposes from regular sources of interna- 
tional funds. 

Mr. Taser. Where is this $5 million going to go? 

Dr. FirzGeravp. It will be used for the purpose of raw materials 
and machinery for the items mentioned in this list. 

Mr. Taper. I understand that, but that is not what I asked you. 
I asked where is it going to go, for what unit of production, or what 
project? 
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Dr. FrrzGeratp. What particular project? 

Mr. Taper. Yes. 

Mr. Crara. There are a number of specific projects which the 
Greeks have proposed which amount to as much as an investment 
program of $107 million. These things include such things as a 
power project at Ptolemais. 

Mr. Taser. Just a few minutes ago we were told that it was to 
finish up something. Now we are told that it is a proposed project. 
I cannot keep up with the parade. 

Mr. Crara. This will include an investment program to come, and 
finish up some old ones. For instance, this year the Aliveri power 
project, which has been under construction for about 2 years, will 
co to work the Ist of August on the first 40,000 kilowatt #apacity. 
it will be feeding into the line at that time. There is another 40,000 
which has to be completed. Most of the equipment is on the ground, 
or already set in for those projects. There will be a start made dur- 
ing the year. It is expected that there will be a start on the Ptolemais 
project, so it would include some of both. I do not think anybody 
could tell at the moment how much of each, but there is an anticipation 
that they will again begin to work on the power program, a new one. 

Mr. Taser. Is that as near as you can tell us what it is to be used 
for? If there are no other questions, we will move on. 

Mr. AnpEeRSEN. I have no questions. 

Mr. Onty. I would like to make a comment with respect to Greece 
about the team of businessmen who went to Greece as a part of the 
general evaluation project. They reported, and this is one of the 
few cases where they so reported, that in their belief the economic aid 
should be continued 1 mut ata declining rate because under present 
conditions an extreme reduction in aid might well increase aid require- 
ments in future years. We are trying to get the Greek economy in a 
position where it can continue to support the kind of military forces 
which the Greeks now have in the field. 

Mr. AnperRsEN. Mr. Ohly, how can you place such an item under 
the category of mutual defense financing? That is what I cannot 
understand. I am referring to this $5 million for raw materials for 
this power project. I can see where the money needed for fuel and 
food for the Greek armed forces would come under that category, but 
it seems to me the other is not in the category of defense financing. 

Mr. Oury. Of course, it would be possible to take the aid figure for 
each of these countries and try to separate it out into a whole series 
of separate components. I think that would have been a rather 
confusing way to present appropriation requests. We do very strongly 
maintain that this amount of aid, the $5 million, as well as the $15 
million, has a great deal to do with the capability of the Greek ec ne 
over a period of years to sustain a military effort of the kind we think 
is important in that part of the world. 

Mr. ANDERSEN. Then you could say that all technical assistance 
is in the same field if you want to get down to a broad enough defini- 
tion, could you not? 

Mr. Onty. No; 1 do not think that you could quite say that. Here 
is a country where they are trying to maintain a very sizable armed 
force. 
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ITALY F 


Mr. Taper. What can you tell us about Italy? 

Dr. FrrzGeratp. Again, sir, you will note the rapid decline in the 
assistance recommended for Italy this year compared to that which 
was made available to it in 1 pre vious years. ‘Two years ago the aid 
amounted to $162,500,000. This fiscal year it was ‘$102 million, and 
for the current fiscal year, $57,500,000, of which, sir, $37,500,000 
represents a recommendation for the carryover of unobligated funds 
for specific aircraft-production programs, and only $20 million re pre- 
sents a request for new funds. 

The request for new funds is directly related to development in 
southern-Italy, where there has been over the intermediate and recent 
years a depressed condition, a situation in which those low levels of 
living, large unemployment, and so forth have created very unsatis- 
factory and unstable social conditions, where communism is becoming 
more and more prevalent, and where only substantial and effective 
expansion in both agriculture and nonagricultural production can 
afford any permanent solution. The fund that will be invested in 
Italy will substantially exceed the amounts that we have suggested 
here as new obligation authority for the fiscal year 1954, and these 
consitute only supplements to the fund the Italian Government is 
able to raise in its own country and make available for development 
purposes in southern Italy. 


PROCUREMENT OF DOLLAR COMMODITIES IN THE UNITED STATES 


Mr. Taser. What are you going to do with the $20 million in 
southern Italy that you are t talking about? 

Dr. FrrzGeraup. The $20 million, sir; would be used in the first 
instance to procure dollar commodities in the United States. The 
illustrative program indicates $15 million of cotton would be purchased 
and $5 million worth of other commodities, which would generate local 
counterpart of an equivalent amount. That local counterpart would 
be used in supplementing the funds available to the Italian Govern- 
ment for expanding the development, the investment program in 
southern Italy. 

I will ask Mr. Stettner to comment briefly on the kinds of projects 
that appear to be involved. 

Mr. ANprersEN. $15 million for cotton and $5 million for what? 

Dr. FirzGeraup. $5 million for machinery, or equipment, or tech- 
nical services that are needed to go along. 

Mr. ANprerseNn. Then you are going to ship that over there, change 
it into counterpart funds. Then what? 

Mr. Srerrner. The purpose is to supplement this Tialian develop- 
ment program which was started in 1950, the so-called Cassa per il 
Mezzogiorno, which is designed primarily to supply a certain num- 
ber of basic facilities, such as roads, bridges, pripetian, reclamation 
in connection with their land de .velopment and land reform program 
in southern Italy. 

This particular $20 million is primarily designed to supplement this 
program by helping Italian capital to get into the south. There have 
been a number of obstacles which have made Italian capital reluctant 
to go into that area. After the basic facilities have been established, 
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there is need for establishing some industries for processing agricul- 
tural raw materials, some light industries, and so forth, 

Now, the difficulty there is that so far, the relative investment 
prospects in southern Italy have been less attractive than the invest- 
ment opportunities in the north. It is difficult, for instance, to get 
adequate credit at a sufficiently low interest rate in the south for 
business to carry on, and the idea is that with the counterpart of this 
$20 million we might get together with the Italian Government and 
other agencies in the south, and see whether by supplementing credit 
facilities which are available we can set up new institutions or assist 
existing institutions which would do long-term financing of some of 
these private industries which are coming into the south. We could 
thereby help overcome some of the obstacles and therefore make, as it 
were, the south equally attractive to Italian capital as the north. | 
think that is the substance of it. 


DECREASE IN EXPORTS AND IMPORTS 


Mr. Gary. The Italian imports seem to be going down and their 
exports also. Why is that? 

Dr. FirzGerautp. The drop in value of imports from fiscal 1953 to 
fiscal 1954 represents primarily a reduction in costs, unit prices, over 
the last 2 years. The imports from all sources for the fiscal vear 1954 
are estimated at $2 billion. 

Mr. Taner. What are the figures we have here? 

Dr. FrrzGrraup. Gold and dollar sources only are indicated on 
page I]I—-31 of the appropriations document. 

Mr. Taner. That covers the trade back and forth between Italy 
and the United States? 

Dr. FrrzGeraup. Or Canada, or the countries that are dollar 
sources of supply. 

Mr. Gary. This includes the sterling area? 

Dr. FirzGeraup. There is estimated $100 million more actual total 
imports for the fiscal year 1954 over those of 1953; so we are anticipat- 
ing some increase in imports from all sources of supply including the 
sterling area, but a very modest decrease, $5 million, from the dollar 
sources of supply. 

Also, total exporis are esiimated to be $135 million higher in the 
fiscal year 1954 than in 1953, again largely nondollar destinations 


COAL 


Mr. Frenron. Is there coal in this for Italy? 

Mr. Craig. If I may answer about the coal, there is anticipated in 
the fiscal year 1954 about $10 million worth of coal from the United 
Siates co move across to Italy. It is not a large program 

Mr. Fenron. What kind of coal? 

Mr. Craia. That will be metallurgical coal, I believe. 

Mr. Fenron. Bituminous? 

Mr. Craiac. Yes; it is high-grade bituminous coal 

Mr. Taser. How much do they pay for coal? 

Mr. Craic. Coal is about $10 at the coast and the charge across 
the water varies a great¥deal, depending upon the shipping rate at 
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the moment. These rates have run all the way from $4 to $13 in the 
last 12 months or so per ton. 

Mr. Fenron. Do they have any substantial amount of coal pro- 
duction in Italy 

Mr. Craia. It has been increasing, but they are still substantial 
mporters of coal, mostly from Ei uropean sources 

Mr. Taser. Their coal production is not very heavy compared 
with the other countries. 

Mr. Craig. They are substantial importers 

Mr. Taper. Is it something like 4 million or 5 million tons a year? 

Mr. Crare. Their production is around 1.3 million tons, I believe. 
| believe their total consumption is about 12 million tons. I think 
that they are importing something between 6 million and 8 million 
tons 

Mr. Gary. A large part of their coal comes from the Ruhr? 

Dr. FirzGeraup. Yes 

\Mir. Crate. It is anticipated about 1 million tons will come from 
the United States this next year, 1 million from other nonparticipating 
countries, and 7 = from the ee participating countries, which 
would be mostly the Ruhr; so the total import is about 9 million. 


OBLIGATED BALANCES 


Mr. Taser. On this setup is there a big carryover? 

Dr. FirzGerabp. The $37,500,000 of unob lice ited funds we recom- 
mend we carry over for obligation in fiseal vear 1954 for the support 
of an aircraft gene - program in Italy. 

Mr. Taner. Those planes are to be used in Italy? 

Dr. FirzGrraup nA be used in Italy, or in other NATO countries. 

Mr. Tanpr. Where would that program appear in the book? 

Dr. FirzGeraup. Other than the indications in the pages to which 
you have reference, there is no detailed report on it. I have one here 
that I can read and submit for the record as you wish. It proposes 
the production of an all-weather night fighter, probably an F—86-D. 

the present time, the Air Force is undertaking with the Fiat Co. to 
assemble 50 F-86—D’s as a start in getting Italy into the production of 
all-weather fighters. It had been contemplated this last vear in addi- 
tion to the assembly of these 50 F—86—D’s, arrangements would be 
made, and contracts would be let, and tooling would be undertaken for 
the production from scratch in Italy of an additional quantity of these 
planes. The program had slipped so that all that was contracted for 
in the year ended was the assembly of the 50 planes under the Defense 
Department, Mutual Defense Assistance Program. Because we feel 
that the deve as nt of, and the establishment of a modern airplane 
production plant in Italy is desirable, and our military authorities feel 
it is desirable, we at cifically identified this $37,500,000 of carryover 
funds for the purpose of going forward with the plans made last year, 
if that is agreeable to this committee. 

This program would involve in addition to the $37,500,000 con- 
templated 

Mr. ANpERSEN. Off the record. 

Discussion off the record.) 
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AIRCRAFT PRODUCTION 


Mr. Taser. What do you know about the so-called night fighter 
airplane program? Has that been developed or projected by the 
eople in the Air Force? 

Mr. Oury. It is an American plane, the F-86—D, modified specifi- 
cally for the requirements of Kurope. The developmental work has 
iulready been financed unde! the direction ol the Air Force, under 
contract with North American. 

[r. Taner. I think that statement ought to be made a part of 
the re 
The statement referred to follows 


' 
j 
IrALY—SuPprort FOR AIRCRAFT PRODUCTION 
; . l 
The production in Italy of an all-weather night fighter is part of the origina 
Jatt/Ismav’’ (NATO International Staff Tean aircraft program, which the 
' 


cord 


eed to contribute financing to the extent of $225 million fr 
SA and MDA fund Che Italian part of the program was hel 
by Air Force’s need to decide on the best type to be produced in Ita It 
ally rejected the British Javelin in favor of the North American F-86—D 
iodified Che $37.5 million of MSP 1953 designat 

: yn program thus ¢ ld not be obligated 


on 


Italian project were con pleted This ll $3/.9 milliol 1 
ated to be the United States contribution of resources necessary to earr 
it tl production program and authority to carry over this $37.5 million has 


hnerefore been rec 


lie sted 


tv-four million and five hundred thousand dollars was allotted from fiscal 


153 MDA funds for the F—-86—D assembly contract with the Italian Government 


und Fiat These funds were broken down into $22.5 mill to Fiat for assemb] 

10 planes (including $2.5 million for tooling in connection with future possil 

production of the plane by Fiat); $29.5 million to North American for 60 sets of 

F-86—-D parts to be assembled by Fiat; and $2.5 million to North American for 
| two prototype F-86—D’s 


The Air Force wishes Fiat to go from the assembling stage into production of 





as much as ssible of the engine, airframe, and accessory equipment for the 
F—86-—D in or ‘r to establish in ] urope outside of the present principal produc 
ountries a facility for production of a good all-weather fighter plane \ detailed 
study by Fiat on production costs is expected to be completed by October ‘T 


vill include an inventory of tooling now available to Fiat in Italy and the cost of 
tools to be obtained from Europe and from the United States. Since the unit 
ost of the production will de pend on the total number of pl anes eventually pre 
luced, Fiat was advised to canvass the possibility of sales of this plane to other 
NATO countries aided by word from the United States Air Force of its intentior 
to include the F—-86—D in the 1954 end-item program to countries receiving 
ircraft, provided the necessary authorization was forthcoming. This should 
result in standard use of the F—86—D as the NATO all-weather fighter. 

Attached hereto is a listing of the Air Force estimate of costs and expenditurs 
for production by Fiat of the F—86—D, including estimation of the amount of 
tooling costs that will bave to be covered from United States funds, under 
assumed financing and procurement in Kurope by Fiat based on the quantity of 
orders they are assumed to obtain. This totals $37.5 million, of which it 
expected approximately $25 million can be met from other sources, leavir 
approximately $12.5 million to be met from United States sources 

On the basis of a United States contribution of (a) $12.5 million for tooling and 
b) $25 million for aircraft procurement, the alternative administrative means 
nost readily available are: 


a 


1. CONTRIBUTION TO TOOLING COSTS 


a) Defense support: Tools from United States sources would be obtained 
under PA’s. Counterpart would be used by the Italian Government to help 
support Fiat financial requirements for tooling, or 
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b) Facilities contract: If the $12.5 million were transferred from MSA funds 
to MDA funds, a facilities contract in connection with the fiscal year 1954 OSP 
contract for the F-86—D could be negotiated whereby the Italians would receive 
$12.5 million free dollars for use as and where needed. 


2. PROCUREMENT OF AIRCRAFT 


a) Defense support: The illustrative figure of $25 million could be provided 
as defense support conditional on earmarking the counterpart therefrom for 
procurement of F-86—D aircraft by the Italian Government, or 

b) Offshore procurement: The $25 million could be transferred to MDA to 
permit a straight OSP transaction provided deliveries could be made within the 
permitted time. 

Mr. Gary. This aircraft program is a part of the general defense 
program of Europe? 

Dr. FrrzGeraup. That is correct. 

Mr. Taser. There is nothing for Netherlands? 

Dr. FrrzGreraup. That is correct. 

Mr. Taser. There is nothing for Norway? 

Dr. FirzGeravp. That is correct. 

Mr. Taser. Nor for Portugal? 

Dr. FirzGeravp. No. 

TURKEY 


Mr. Taser. We will turn next to Turkey. 

Dr. FirzGeravp. There is a recommendation of $50 million for 
fiscal year 1954 for Turkey, Mr. Chairman. That, of course, will 
have to be reconsidered in the light of the conference adjustment, 
that is, the total. 

Mr. Taser. That is for railway, bridges, highways, ports, military 
operations, supplies and services, machiner y, industrial development, 
and production processes of agricultural commodities for export. 
That is quite an ambitious program. Why do we need to do it? 

Dr. FrrzGeraup. The real objective for Turkey, Mr. Taber, is the 
support for as rapid an expansion as possible of the Turkish economy 
so that Turkey can undertake the support of the large military estab- 
lishment which they have now in existence. Unless the Turkish 
economy can be developed, we will be faced with an indefinite period 
of years in which the Turkish economy and the Turkish Government 
will not be able to support or to jmaintain the armed forces in 
Turkey, which we are so vitally interested in seeing built up and 
maintained in a state of readiness. 

I am sure you all remember that General Stewart and others 
have pointed out the key importance, the key position of Turkey to 
the whole defense structure, and they have expressed their utmost 
satisfaction with the morale and effort of Turkey in developing a 
strong, vigorous, and effective defensive force there. The defensive 
force, if adequately supported and equipped, will need a larger, more 
effective and expanded economy to maintain it; otherwise we will have 
a continued cost of maintenance of the military establishment in 
Turkey. 

These funds are contemplated, as far as railway, highways, and 
ports are concerned, to make about as much of a contribution to the 
military program as to the economic program, because you will find 
the defense establishments are vitally concerned with the transporta- 
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tion system in Turkey. The $14 million item, of course, is directly 
related to the military supplies and the $12 million is the 

Mr. Taper. Can you tell me anything more about the railway, 
highway, and ports? Where are they going to be? What are they 
roing to be? 

Mr. Craig. The Bureau of Public Roads has for some years been 
active in a Turkish highway project. It is one, of course, to which 
they have been working 

Mr. Taser. But, can you tell me where it is going to be, and where 
it is going to run? 

Mr. Craig. I am afraid I cannot tell you the details of that, Mr 
Taber. We could give you a full map; we could indicate year by 
year the progress, if you want to have that inserted. We have the 
reports that have come in year by year. But the important one 
that the military has been actively interested in—and we could 
submit that to vou if you wish, but I cannot tell vou myself the 
details. 

Mr. Taser. What is the railroad to do? Where is it to run? 

Mr. Crate. A part of that has to do with the connection with the 
Zonguldak mine and harbor, where there has been a large investment 
made. 1 

Mr. Taser. Where is that? 

Dr. FrrzGrravp. That is up on the Black Sea. 

Mr. Taser. Right on the Black Sea? 

Dr. FirzGeratp. Yes. 

Mr. Taser. Where their coal mines are and where they have been 
for a generation, and where they have been hauling their coal by boats 
from the mines. I just do not see the point of the railroad, they are 
right on the coast, practically, at the mine. 

Mr. Crate. This is a very small part of the total. The one that 
we have an interest in is about $1 million, which is to finance the 
connection of the railroad around the Zonguldak mine, to connect it 
up with the coast, which is a part of the general development, and 
that is the only part that we have in a railroad project. 

Mr. Taser. That is just a railroad project. 

Mr. Craic. Yes; that has been MSA financed. 

Mr. ANpERSEN. What do they have to export from this country 
that would create these counterpart funds? 

Mr. Craia. The commodities which we expect would be financed 
are petroleum, about $10 million; raw material and semifinished 
products, $3.7 million. 

Mr. ANDERSEN. You mean by that, cotton? 

Mr. Craig. That happens to include no cotton. 

Mr. ANDERSEN. No cotton. 

Mr. Craig. Steel mill products, 2.9; chemical, nearly $1 million; 
machinery, about $30 million. 

Mr. ANDERSEN. What kind of machinery? 

Mr. Craic. This is another one where I would have to get you a 
breakdown, but it would go into such things as the finishing of the 
railroad project, the harbor development, and 2 or 3 particular projects 
that are in operation; Bureau of Public Roads construction equip- 
ment 

Mr. ANpErRSEN. That is sufficient. 
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Mr. Craic. And about $4 million of other commodities and tech- 
nical services. That is largely for an American engineering firm in 
connection with the project 

\Ir. ANDERSEN. Some of these exports, then, would go directly 


o this without being converted into counterpart? 

Mr. Craig. Counterpart would be put up by the Turks. 

Dr. FirzGeraup. There are no agricultural exports to Turkey 
from tl United States, Mr. Andersen. This is one of the few coun- 
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tries, Mr. Taber, in which defense financing is being maintained, or 
recommended for maintenance, at close to last year’s level. In all 
the other countries we have discussed so far, you will note, whether 
it is economic support or defense financing, sufficient progress has 
been made so that the recommendation for this year is relatively 
small, compared to the actual obligations for last year. 

In the case of Turkey we are recommending a sum that is not as 
great as last year, and some $20 million less than 1952. We have a 
feeling that is a firm and necessary program of assistance to that 
country. It is a thin economy in comparison to most of the rest of 
the European countries, Western European countries, and certainly 
in comparison with the United States. Their per capita gross national 
income runs to about $225 per head. 

Mr. Taser. How much? 

Dr. FirzGeratp. About $225 is the total gross national product 
per capita, 


UNITED KINGDOM 


Mr. Taper. You are requesting $200 million for the United King- 
dom. 

Dr. FirzGeratp. This $200 million is broken down into two $100 
million items. One of the $100 million is for additional purchases of 
airplanes, and $100 million, which had been proposed being used 
primarily—solely for the purchase of surplus agricultural commodites: 
Wheat, cotton, corn, lard, and probably other fats and oils. 

The $100 million’ of agricultural commodities would of course 
give rise to local counterpart in pound sterling. It was agreed that 
the entire 90 percent of the pound sterling which goes to the joint 
account would be allocated to the military establishments for addi- 
tional defense expenditures in the United Kingdom, so that both the 
$100 million proposed use of the funds for the purchase of the items 
here, the Hawker-Hunter or other planes, plus the $90 million from 
the imports of agricultural commodities would supplement the defense 
expenditures of the United Kingdom by increasing defense production. 

This represents about half of the money to the United Kingdom in 
fiscal year 1953, and as Mr. Stassen told you, by 1955 most of the 
assistance to the United Kingdom would be unnecessary. 

Mr. Taser. This is said by some people to be a means of main- 
taining the socialization of certain British industry, which otherwise 
might have to go back to private industry. I wonder what you can 
tell us about that? 

Dr. FrrzGeraup. I believe the Conservative government which is 
now in power in the United Kingdom is very decidedly desirous and 
has been moving steadily in the direction of returning certain indus- 
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tries which were nationalized by the previous Labor government to 
private industry. 

One of the biggest industries which the Labor government national- 
ized, of course, was the steel industry and a bill has now been passed 
by the British Government providing for the return of the steel 
industry to private hands. 

| think the British Government in the last 12 months has made a 
major move, in a very major Way, in the direction of returning both 
internal business and foreign trade to private hands. 

In addition to the return of the steel industry to private hands, part 
of the transportation industry is also proposed to be returned to 
private hands. 

Mr. Taser. You mean the railroads? 

Dr. FirzGeraup. Yes. I think the Conservative government is 
going to continue government ownership of the mines, so far as I know, 
but I believe that is the only industry which is presently contemplated 
so far to retain. 

So far as the previous practice of the British Government of buying 
commodities abroad, they have made very large changes in the prac- 
tice of the Labor government in the last 12 months. Just recently 
they have returned to the private trade the imports of all grain, and 
last year, cotton. I know they were importing tin, lead, zine, cotton, 
copper, wheat; they are now handled by private trade and the bulk 
buying of commodities is discontinued. I think the Conservative 
government is moving very rapidly in that direction. 

Mr. Frenron. Is that the reason they cannot get British money 
into Africa for the coal mines? 

Dr. FirzGeraup. That was reported to be the concern in earlier 
years, a vear or two ago, Dr. Fenton. I do not believe it is now of 
equal concern, in view of the present attitude of the British Govern- 
ment in this matter. 

Mr. Onty. In case Dr. FitzGerald may have left the impression 
that the railroads of the United Kingdom were being returned to 
private hands, they have been Government-operated for some time 
probably some 30 years. That reference should be to the overland 
trucking industry, not the railroads. 

Mr. Taner. I did not know they were turning them back. 

Mr. Outy. I thought maybe Dr. FitzGerald had left that impres- 
sion. 

Dr. FrrzGeraup. Another matter which this committee has from 
time to time concerned itself with, has been the subsidy program, which 
the British Government has had 

Mr. Taper. They have a food subsidy and a tax, with a tax reduc- 
tion to meet the reduction in tax and wipe out the food subsidy. We 
know about that. 

Mr. Outy. When we touched on the United Kingdom once before 
we ran across one item, the Katz-Gaitskell agreement, when Dr. 
FitzGerald was out of the room; at that time I was not in a position 
to speak to that. 

Mr. Taser. What is that? 

Dr. FirzGeraup. Thai was an agreement that was entered into in 
1950 at the time of the original arrangement to establish the European 
Payments Union. The purpose of the agreement is to assure the 
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United Kingdom that if the sterling holdings which the Continent 
had had at that time were used to settle the whole deficit in the 
European Payments Union, and if the British ran a deficit with the 
European Payments Union, they would not have to settle the deficit 
resulting from the use of these sterling holdings in dollars. 

The agreement provided that to the extent the British paid dollars 
into the European Payments Union, because of the European countries 
having settled their deficit with their sterling holdings, the United 
States would reimburse the British to that extent. 

During the fiscal year ended 1952, the United States reimbursed 
the British to the extent of $50 million, and in the fiscal year 1953, 
to the extent of $42 million. The agreement has expired and will not 
be renewed. 

Mr. Taser. Is there anything further with reference to the United 
Kingdom? 

Dr. FirzGerap. No. 

YUGOSLAVIA 


Mr. Taser. We will take up next Yugoslavia. 

Dr. FirzGrrstp. The program recommended for Yugoslavia, in 
the fiseal year 1954, is in the amount of $45 million, which compares 
with $121,750,000 during the past fiscal year (1952-53), which was 
particularly high because Yugoslavia in the de ee year 1952 had 
another very serious drought, ‘the second in 3 years, 

They also had a drought in the calendar year 1950, which reduced 
the production of their major agricultural crops almost in half. 

The 1951 crops were pretty good. The 1952 crops again were 
reduced by as much as 50 to 60 percent. 

The result is that Yugoslavia, which normally exports some corn 
and imports a little wheat and exports some meat products is having 
to import 800,000 tous of wheat in the fiscal year just ended, the fiscal 
year 1953. 

Of the $121 million shown here for that fiscal year, some $50 million 
represents the purchase of United States wheat to meet the emergency 
need in Yugoslavia. 

The program for fiscal year 1954 contemplates a scaling down of 
the need for food imports. The crop prospects today are reasonably 
satisfactory. This represents primarily imports of raw material, 
including cotton. It also contemplates some moderate imports of 
wheat—250,000 tons to supplement their requirements for the fiscal 

ar 1954. 

Yugoslavia, of course, as the committee no doubt knows, is a some- 
what controversial country. I believe you have already had some of 
the military representatives give their appraisal of the importance of 
the program, and the importance of this country in the military scheme 
of things. 

The ‘financing here proposed is primarily to support, to backstop 
the military effort in Y ugoslavia, as indicated on page II]—42. 


Mr. Taper. I think that page ought to be inserted in the record. 
(P. I1I—42 follows: ) 
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YUGOSLAVIA 


Since the break with the Cominform in 1948, Yugoslavia has been forced 
maintain one of the largest standing armies in Europe To maintain and equip 
this army, the Yugoslavs have been allocating a greater share of their resource 
to defense than any of the Western European nations. It is estimated that $600 
million will be spent for defense during fiscal vear 1954. This is 80 percent of 


he central government budget and is estimated to be about 16 percent of gro 
national product. Over 86 percent of this defense budget will go for armament 
equipment, and military construction. Furthermore, about 32 percent of Yug 
slavia’s total imports go directly or indirectly to meet military requirements 

This burden exerts a serious strain on a predominately agrarian economy wit! 
one of the lowest living standards in the West. The Yugoslav industrial plant 

unable to supply the quantities of equipment and maintenance items which 
are required by a modern army. Droughts in 1950 and 1952 have made it 
impossible to import enough for military and minimum consumption necessitie 

The program in fiscal year 1954 has been planned to meet the main problems 
arising from this situation. The $45 million requested for Yugoslavia in defense 
upport aid will provide: 

1. Fuel, brass, and tires, to be supplied directly to the armed forces. 

2. Semifinished steel products, bars, etc., to be used to expand and improve 
Yugoslavia’s industrial capacity for producing parts essential to the maintenance 
of military equipment. 

3. Wheat to augment inadequate supplies for minimum consumption. 

4. Coal and chemical products to enable Yugoslav industries to keep unem 
ployment low and produce additional textiles, shoes, and medical supplies, bot] 
for the armed forces and for the civilian population 


(Off-record discussion. ) 
SPAIN 


Mr. Taser. The next item is Spain. We will put the usual printed 
matter into the record. 

Dr. FirzGeravp. Some of that is classified. 

Mr. Outy. When we edit it we will put in as much as we can. 
There might be some phrasing that will have to be changed. 

Mr. Taser. Along with the printed matter we will insert these 
charts. 

(The matter referred to is as follows:) 


SPAIN 


On the present assumption that the agreements under negotiation with Spai 
will be signed in the immediate future, $10 million of defense support would be 
available. This would supplement the $75 million tentatively scheduled to bi 
made available as defense support out of the $125 million previously appropriated 
The use of those previously appropriated funds has been dependent on satisfactory 


conclusion of negotiation with Spain for a mutual-defense program. All defens¢ 
support furnished to Spain will be used to build military potential and economi 
strength for Spain’s contribution to western defense. It will serve 


1. To aid in carrying out a base construction program, including some railroad 
rehabilitation. 

2. To strengthen particular segments of the economy of Spain, so that it car 
support Spanish participation in a mutually agreed military program 

3. To provide equipment, supplies, and technical assistance for increasing 
Spanish military production required for mutually agreed military programs. 

4. To provide equipment, supplies, and technical assistance to increase Spanish 
production and exports of minerals and agricultural products required by the 
free world. 

This $10 million coupled with previously appropriated funds would be related 
to a mutual defense program for which Spain would make certain facilities avajl- 
able to the United States, and would participate in the protection of those facilities, 
and under which the United States would provide military end-item assistance: 
and defense support to further the defense capabilities of Spain and to prevent 
the impact of an agreed construction program from doing serious damage to the 
Spanish economy. 
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Funds have been appropriated or requested 
for aid to Spain in the following amounts: 


$625 1) A loan of $62.5 million. This has all been obligated 
the f owing manner 


- ER AN RAIL manne F f ' 
epta! Development : ant 4 
mmodity Assistance WHER f MER 26 j 





Authorizations totaling $125 million for military and 
economic assistance have been made. Pending outcome 

of negotiations with Spain, none of these funds hove been 
obligated as yet The funds hove been tentatively allocated 
$75 m on to MSA ond $50 million to the Defense 


eportment 





FUNDS AVAILABLE IN FY ‘54 


$10 
3) A total of $101 million in new funds 
} is requested for 1954 in addition to the 
| unobligated balance of $125 million; 
$91 m on is tentatively earmarked for 


military purposes and $10 million for 
economic purposes 


$226 MILLION 
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Mr. Taser. $62.5 million in a loan. That has already been 
obligated? 

Mr. Murpuy. That is correct. 

Mr. Taper. That relates to all sorts of economic aids. 

(Discussion off the record.) 

Mr. Taper. You are asking for authorizations totaling $125 mil- 
lion, it says. 

Dr. FirzGrerap. Those are carryovers, sir. 

Mr. Taser. Those are reappropriations? 

Dr. FirzGreraup. Yes. 

Mr. Taner. Those have not been obligated? 

Dr. FirzGrraup. No, sir. We have not made any obligations ex- 
cept out of the loan pending the reaching of an agreement with Spain 
on the base and related programs. 

Mr. Taner. The funds have been tentatively allocated, $75 mil- 
lion to MSA and $50 million to the Defense Department. That does 
not make much sense, so we will not bother printing it. We might 
better print nothing than to print that. 

Then down below it Says 

\ total of $101 million in new funds is requested for 1954 in addition to the 
inobligated balance of $125 million; $91 million is tentatively earmarked for 
military purposes and $10 million for economic purposes 

In that previous item there is $10 million economic aid. You 
do not know what you will do about that, according to what I have 
gathered? 

Dr. FrrzGeravp. Until the agreements have been negotiated and 
completed with Spain, and we have been able to sit down with repre- 
sentatives of that country and work out the details of that program, 
this must be fairly tentative. We do have on paper a program for 
use of $125 million, of which $50 million would be used by the Defense 
Department for this purpose and $75 million would be used by MSA 
primarily to finance imports of raw materials and some equipment, 
part of which would be used to support the military program, either 
directly to finance the local cost of base construction or necessary 
developments in railroads and other transportation facilities needed 
in connection with the base program. Until we sit down with repre- 
sentatives of the Spanish Government after a concrete agreement is 
negotiated, we would be misleading you if we said this program was 
completely and irretrievably firm. 

In connection with new funds, it is contemplated only $10 million 
would be required in addition to the $75 million of funds already 
authorized for economic aid. 

Mr. Taper. Maybe $125 million would not be enough; I do not 
know. 

Dr. FirzGeraup. $125 million would be enough for nonmilitary 
expenses. The $141 million is for military expenditures. 











506 
Discussion off the record, 


INTRA-EUROPEAN COOPERATIVE BANK 


Ir. Taser. We will go into the Intra-European Cooperative Bank 

Dr. FirzGeraup. This is a proposal to participate in the estab- 

lishment and initial financing of an Intra-European Cooperative 
sank, a bank which would lend local moneys to elements, primarily 

manufacturing and distributing elements, in the local cooperative 
system of western Europe. There has been a good deal of interest on 
the part of American cooper live organizations in helping European 
cooperatives to improve the efficiency of both their production and 
distribution. The European cooperatives are an important element, 
particularly in northern Europe, of both production and distribution 
of consumer goods. We feel western Europe’s production and dis- 
tribution system is antiquated, and it is hoped that the cooperatives 
will make a contribution to the lowering of prices and a general 
reduction in production and distribution costs. 

Mhis is still in the planning stage. We need to be sure we have been 
complet ly ee 1 on some points. One is that some of the coopera- 
tives in Europe have a certain amount of communism in them, and 
we have to avoid getting involved with them. There is a question as 
to how the Intra-European Cooperative Bank should be incorporated , 
what its charter should be, and so forth. We would not contemplate 
putting any money into the bank until all those questions have been 
answered. We may want to use some tens of thousands of dollars in 
technical assistance in connection with the development after satisfy- 
ing ourselves it is a useful and desirable investment on the part of thi 
United States. Mr. Craiz and Mr. Harlan can both comment in 
detail 

Mr. Crara. In this is a hope ny it may be possible by the 
investment of a small amount of money by the United States to crys- 
tallize into action very stropg cooperatives in the United Kingdom 
and Scandinavia, that they may develop the same kind of efficiency 
and strength in some of the southern countries where they lack that 
strength. This is just a small contribution compared to the total 
loaning power developed in the bank. 

Mr. Taser. How much would be developed? 

Mr. Crarc. There have been discussions of amounts up to $40 
million in the first year. This would be floating loans in the money 
markets of Europe, backed by strong cooperatives and ourselves 

Mr. Taser. You really do not know if you need this at all, do 
you? You have not made a determination? 

Dr. FirzGrratp. That is correct. Unless we are satisfied after 
further study that this is warranted, we will not, of course, use the 
money. 

[ECHNICAL ASSISTANCE IN RUROPE 


Mr. Taser. Next we will take up ‘Technical assistance in Europe 

Dr. FirzGeraup. As Mr. Murphy indicated earlier, we are recom- 
mending a program of $23 million. 

Mr. Taser. We will insert page I-35 in the record. 


(The page referred to is as follows:) 
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Technica issistance, Euro pe Comparative obligatior ield of acti 
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Mr. Taser. This involves $23 million. How is it to be used? 

Dr. FrrzGerautp. Of which $12 million would be dollars and $11 
million would be local currency. 

Discussion off the record.) 

Mr. Taser. How much did you justify before the committee last 
year for this particular activity? 

Dr. FrrzGeratp. About $20 million. We did not have to justify 
the local currency last year. 

Mr. Taser. And you have used how much? 

Dr. FirzGreraup. We have used $26,367,000, of which $9 million 
was local currency and $17 million was dollars. 

Mr. Taser. Then the $23 million represents an increase except for 
the local-currency item? 

Dr. FirzGeravp. It would represent a decrease in dollars from $17 
million to $12 million, and an increase in local currency from $9 million 
to $11 million. 

Mr. Taser. These figures for 1952 and 1953 have been changed to 
reflect the use of counterpart funds involved; is that it? 

Dr. FirzGreraup. These are gross obligations. In the $26,367,000, 
there is around $9 million of local currency. 

Mr. Taper. Last year your justification was for $15.5 million 
and we were wondering how you got $20 million out of that. 

Dr. FirzGeratp. We were in error, apparently. Our request last 
vear was $15.5 million. 

Mr. Taner. You allocated quite a lot more money to it than the 
estimate involved? 

Dr. FirzGerap. Yes, sir. 

Mr. Taper. And you have not spent all of it; is that right? 

Dr. FirzGeraup. This is fiseal 1953 you are talking about, | 
assume? 

Mr. Taper. You actually obligated $30 million, then you deob- 
ligated $3.6 million? 

Dr. FirzGreratv. That is correct. 

Mr. Taner. So that you have a balance left of about $26,367,000 
of actual obligations? 

Dr. FirzGrerawvp. That is right, sir. 

Mr. Taser. How much of that has been expended? 
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Dr. FirzGeravp. Through June 1953 the estimated expenditures 
are $15.5 million for technical assistance. 

Mr. Taper. $15.5 million through 

Dr. FirzGeratp. June 30. That is just dollars. 

Mr. Taser. That leaves $11 million yet to be expended in that 
picture? 

Dr. FirzGreravp. Including $7 million of local currency, so it 
leaves about $4 million of dollars plus unexpended prior year obliga- 
tions.+ 

Mr. Taser. The $11 million is local currency. That is the part 
that is not expended? 

Dr. FirzGeravp. Total obligations, including local currency, net 
in fiscal 1953 amounted to $26,367,581, of which $15,539,000 

Mr. Taser. That is actual expenditures? 

Dr. FirzGeravp. $15.5 million are actual expenditures, but the 
$26,367,000 includes local currency of approximately $9 million. 

Mr. Taper. How much of that $15 million was local currency and 
how much was dollars?; 

Dr. FirzGeravp. I beg your pardon? 

Mr. Taser. How much of the $15,539,000 was local currency and 
how much dollars? All you expended was dollars and you did not 
expend any local currency? Is that what you mean? If you do not 
know we will pass that until you find out 

(The information may be found in the testimony on p. 513.) 


REQUIREMENTS BY TYPE OF ACTIVITY 


We will insert in the record the table on page LII-—46. 
(The matter referred to is as follows:) 


Europe TECHNICAL ASSISTANCE 
Requirements by type of activity 


Actual, fiscal Estimated, Requested, 








: neo fiscal year fiscal year 
vear 1952 1953 1954 
Type A, Europeans to United States $7, 235, 044 $5, 620, 500 $4, 600, 000 
W ork-study training progran 959, 413 600, 000 600, 000 
Type B, American experts to Europe 1, 888, 542 3, 225, 000 4, 400, 000 
Type E, United States materials and services 2, 439, 753 2, 000, 000 1, 380, 000 
Demonstration projects in Eur 3, 000, 000 5, 200, 000 
Productivity films and exhibits in Europe 800, 000 2, 000, 000 2, 000, 000 
Operations costs in United States 2 259, 617 2, 367, 770 1, 750, 000 
Ope ri t versea $. 177, 090 6, 429, 311 5, 350, 000 
OEE( 1 y 2. 500, 000 
Sciel and tech! I 1, 300, 000 
Turkish highway and special agricultural projects 961, 000 
Total gross obligatior a 18, 759, 459 30, 003, 581 25, 280, 000 
Cre ts from deobligations, prior-vear funds . 2. 439, OS 3, 636, 000 2, 280, 000 


Grand total_.. om 16, 320, 374 26, 367, 581 23, 000, 000 
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Program participants 














R 8 comi t 
I fr oe ae te ~ ,~f | American experts sent 
A rica (number of to Europe (number 
of departures 
| 
Re R 
Actual, Actual, | quest Actual, Actual juest 
fiscal fiscal ed fiscal fiscal ‘ 
year year fiscal ve I ve T fisca 
1952 1953 veal 1952 19 yea 
154 1954 
iders 
Industry, basic and consumer 2, 782 j 7 ¥ 210 1 210 
Industry, military 47 157 600 { ”) 
Labor productivity 150 427 o 10 7 
Agriculture 897 648 475 AY 51 60 
Government administration, public health, and 
transportation 90 5s 60 42 85 20 
Total 3, O66 2, 57 2 8 48 1) 
( Industrial work-stu raine 28 4 
MSA program employment (man-years 
j 
j 
Actual Actual, Request 
1952 1953 1954 
the United States of America 179 191 1) 
Europe 299 973 1% 
7 requested positions, not counting type B expert 
Requirements by country 
{Thousands of dollar 
Fiscal yea Fiscal year Fiscal ye 
1952 1953 1954 
| tual estimated estimated 
j 
A tr 0. 7 945 “iy 
3 um 4103. 0 24¢ ( 
enmark 285.8 130 3 
ance 1. 38 6 2 0120 2 O50 
many 2.8 a 1. 45 
eece __ 1.901. 3 178 2 104 
ind 16.8 4t ( 
land R3.2 On 
66S yM) 2, 500 
he ind 09.9 600 
rway 66.8 614 41 
rtugal RS. 8 373 On 
veden 0 
ATO 10 100 
irkey 1, 062 2, 488 
nited Kingdom 1, 950. 6 1, 359 
slavia q 638 1. 154 
EEC 188. 3 4, O3¢ 
lulticountry 1.1 { a a0 
ted States agencies 691.2 1.000 800 
( encies } t i) D 
1SA/United St operat 1. 738 93 
IS A/Europe in operations 1306.0 1 aM 
ntifie and technical traini 1, 510 
Total obligation s 4 " ‘ 
lits (deobligation 2, 439. 4 63¢ 2, 280 
Total requirements 16, 32% 26, 367 23, 000 
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PURPOSE AND NATURE OF PROGRAM 
1. Purpose.—To assist Europeans in developing more efficient use of production 


and distribution facilities in industry and agriculture; to transfer Americar 


techniques and know-how; to encourage Europeans to exchange such informatio: 
among themselves 

2. Financial requirements.— Although less United States funds will be required 
MSA expects to accomplish more in this program than in any previous year 
This is due to increasing acceptance in Europe of productivity ideas and mor 
self-help efforts. 
yw 3. European efforts.—Over $50 million of local currency will be contributed 
directly by Europeans to this program. In addition to this, a large amount of 
90 percent counterpart will be used on joint country-MSA programs. 

4. OFEC and national productivity agencies.— Most of the participating cour 
tries already have well-established productivity centers. On May 1, 1953, the 
Council of the Ok EC authorized the establishment of a productivity agency to 
operate on a Europe-wide basis. It is anticipated that this new organization will 

egin to function hy the coming fa‘l or winter. 


INDUSTRIAL PRODUCTION AND LABOR RELATIONS 


Mr. Taper. The most elaborate project is industrial production and 
labor relations. What does that involve? 

Mr. Haritan. That involves the furnishing of technical assistance 
in the industrial area for the improvement of productivity in industry. 
It includes bringing groups of Europeans to America from various 
phases of industry to study the overall productivity aspect within 
their particular industry, and involves the improvement of manage- 
ment techniques and the education and enlightenment of labor to 
what productivity can mean to their economy. It involves technical 
teams coming over to study technical details. 

On the other side, it involves American technicians, upon the spe- 
cific request of the countries involved, on specific projects, to perform 
specific technical activities, usually at the plant level. 

Mr. Taser. Does it involve sending people over there to organize 
their employees? 

Mr. Haruan. No, sir; it does not. 

Mr. Tasppr. It does not? 

Mr. Hartan. It does not. The labor program is entirely designed 
to educate European labor, trying to get over European labor’s fear 
of productivity and to make them realize that productivity, properly 
carried out, can result in an improvement in living standards, and to 
get them to play their proper role. 

Mr. Taser. On page I1]-46 there seems to be a duplication of 
these figures, but thrown together in a different way, so that I do not 
know which table we ought to put in; maybe both of them as long 
as they do not agree and seem to be different ways of spending the 
same money. 

Discussion off the record.) 


DEMONSTRATION PROJECTS 


Mr. Taser. You have an item here, ‘‘Demonstration projects in 
Europe.” It looks like $3 million last year and $5.2 million this year. 
What is that? 

Mr. Haran. Those are projects in specific industries as well as in 
agriculture carried out for demonstrating what can be accomplished 
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n the way of productivity increase and in the way of lowering cost, 
resulting in lower prices and higher income. 

Mr. ANDERSEN. What is the need for practically doubling that in 
1954? 

Mr. Harwan. In the last 2 years we have been attempting to get 
the projects under way, and just in the last part of this fiscal year have 
we been able to get some projects started in France and Italy and 
other countries, and we expect we will need that increase to get them 
started in other countries. 


OPERATIONS COSTS OVERSEAS 


Mr. Taper. You have “Operations costs overseas,” $5,350,000, and 
in the United States, $1,750,000. 

Mr. Haran. That is correct. The big difference is that the local 
currency figure is included to cover alfowances of United States per- 
sonnel overseas and to cover the cost of local employees who number 
approximately one and a half times the American employees involved 
in the operation. 

Mr. Taser. You have another sizable increase in sending American 
experts to Europe. You have been doing that ever since 1945. 

Mr. Haran. This goes back to just getting plant level projects 
for demonstration purposes under way. For the past 2 years we have 
been attempting to get acceptance by European industries to enable 
us to carry on these projects. The hope is we will carry on rather 
extensive operations at the plant level. This has been helped by the 
115-K account which will provide funds for loans and grants out of 
local currency for these projects. 

Mr. ANDERSEN. Are you not coming close, in this project, to 
interfering with the internal operations of other countries? 

Mr. Harwan. I do not believe so. 

Mr. ANDERSEN. When you try to go and tell these workingmen in 
other nations how to accept stepped-up production in their particular 
line, is that anything we should endeavor to do from this country in 
any other country? 

Mr. Hartan. I believe so, yes. 

Mr. ANDERSEN. It seems to me you are going further than what [ 
would anticipate would be embraced by technical assistance. 

Mr. Haruan. These things are actually carried out on the specific 
requests of the country, and we do not go in any plant unless we are 
asked by the plant as well as the country. I feel that this kind of 
assistance is the real answer to the self-help problem. 

Mr. Taper. Are they not far enough along now so that they do 
not need this sort of thing? 

Mr. Haruan. I think in the last two and a half years, if we can 
measure our accomplishments in any way, it is by pointing to the 
fact that Europe today is very conscious of productivity whereas 
2 or 3 years ago they were not. 

Mr. Taser. They were talking about that sort of thing back in 
1947. Maybe it is difficult to tell anything about such things. Are 
you telling here about the indexes of production? They were telling 
that back in 1947, 1 know. There is another table here that indicates 
thetindexes of industrial production by country all the way from 1938 
to 1952. 
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Mr. Hartan. This has always been one of our aims. Rather than 
increased production through investment and other means, produc- 
tivity means increased production per man-hour through better 
techniques. 

Mr. Taser. That sort of thing was being talked, to my knowledge, 
over there 6 or 7 years ago. 

Mr. Haran. That is correct. From the beginning we have had 
an extensive productivity program in agriculture. 

Mr. Taser. | do not know whether that has anything to do with 
the buildup of the productivity index, but I assume you were trying 
to make out that it did or you would not have the figures here. 

Mr. Harian. That is a buildup of the production index. Their 
productivity index has changed very little. 

Mr. Taser. You mean there is no improvement in their produc- 
tivity? 

Mr. Haruan. Very little. 

Mr. Gary. You started with agriculture? 

Mr. Hartan. Yes ’ 

Mr. Gary. And did not get into industry until later? 

Mr. Harian. Not toa great extent. Productivity can be increased 
by investment or by improved management techniques. 

Discussion off the record.) 


PERSONNEL 


Mr. Taser. How many persons are employed in this activity? 

Mr. Haruan. As of June 30 we had 399 both in Washington and in 
the field 

Mr. Taner. 399? 

Mr. Hartan. That is right. 

Mr. Taser. You mean in this whole $23 million? 

Mr. Haran. No, sir. Those are staff personnel. In addition 
248 specialists were sent over on particular projects during the fiscal 
vear 1953. 

Mr. Taner. Making a total of about 647. Is that all you have? 

Mr. Haruan. That is correct. 

Mr. Taser. That does not include your technicians in connection 
with agricultural production? 

Mr. Harwan. Yes, it does. 

Mr. Taser. It does? 

Mr. Haran. Yes, sir. 

Mr. Taser. Does it include your Government administration and 
finance? 

Mr. Harwan. It does, 

Mr. Taser. How much in addition to this is involved in this 
activity in the regular administrative expenses of the agency? 

Mr. Hartan. We had 17 man-years in 1953 in Washington charged 
against regular administrative expenses, and 9 man-years in Europe. 

Mr. Taper. Is that all? 

Mr. Haran. Yes, sir. 

Mr. Taser. Do you have green sheets for these employees who 
are not on tie general expense setup? 

Mr. Haran. Yes, sir. 

Mr. Taser. Can you produce them for us? 
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Mr. Haruan. Yes. I believe Mr. Lawson has those. 

Dr. FmzGuravp, While they are getting that, may I answer the 
question you asked earlier about obligations? Estimated obligation, 
June 30, both dollars and local currency, is $26,367,581—dollars, 
$18 million; and local curre ney, $8.3 million. 

E xpenditures through April 30, actual, $17,700,000, of which 

$12,100,000 is in dollars and $5,600,000 in local currenc y. Local 
currency figures are about 6 weeks late and April 30 is the latest 
actual we have. 

Dr. FirzGeraup. The green sheets are here. 

Mr. Taser. Can we see them? 

Dr. FrrzGeraup. Page M85. 

Mr. Taper. How many man-years are you requesting for next year? 

Mr. Hartan. We are asking for 170 man-years for the Washington 
office. 

Mr. Taser. One hundred and seventy? 

Mr. Haruan. That is right, out of program funds, and 17 man-years 
against the administrative fund. 

Mr. Taper. The same as this year on that? 

Mr. Haruan. That is right. And in the field we are asking for 190 
man-vyears, program funds, American personnel. 

Mr. Taser. Is that staff? 

Mr. Haruan. Staff personnel. 

Mr. Taser. One hundred and ninety? 

Mr. Haruan. Yes, sir. 

Mr. Taser. In other words, you will take a reduction of about 100 
in each one? 

Mr. Hartan. No. We had a total of 464 staff man-years in fiscal 
1953 and are requesting a total of 360 for fiscal 1954—a total reduction 
of 104. 

Mr. Taner. You mean this 190 and 170 have to be added together? 

Mr. Haruan. Yes, sir. One hundred and ninety staff man-years 
for Europe and one hundred and seventy for Washington. 

Mr. Taper. Is that staff? 

Mr. Haruan. That is staff charged against program funds. 

Mr. Taser. And the 170 is against the 268? 

Mr. Harvan. The 170 for fiscal 1954 compares with 191 man-years 
for fiscal 1953, program funds, Washington office. 

Mr. Taser. I thought you said it was 190 against 273 in the staff. 

Mr. Hartan. That is in Europe. In Washington 170 compares 
with 191; 191 for fiscal 1953 and 170 for fiscal 1954. 

Mr. Taser. You gave us 399 staff and if you add the 273 and the 
191 it makes 464. 

Mr. Craic. The 399 was actual as of June 30. 

Mr. Haruan. That is the actual figure. : 

Mr. Tazer. So you actually have dropped off a few’ 

Mr. Haruan. Yes. 

Mr. Taser. Whether you dropped them off, I do not know, but 
you do not have them, anyway. 

Mr. Harvan. That is right. 

Mr. Taser. This is an activity primarily designed to maintain 
employment in Washington, is it not? 


Mr. Haran. No, sir. 














514 


Mr. Taser. Well, you made a drop of about 30 percent in Europe 
and you made a drop of about 10 percent in Washington, so it kind 
of looks like it is designed to maintain employment in Washington. 

Dr. FirzGeravp. One of the activities that is undertaken by the 
staff in Washington is servicing Europeans coming to the United 
States, and that is shown on page III—46 of this book here. There 
is a reduction from 2,567 actual arrivals in fiscal 1953 to 2,450 in 
fiscal 1954. That is a reduction of 5 percent or so, and the United 
States Army staff, one of the things they do is to manage those in- 
coming visitors, so we are dropping the staff in Washington even more 
rapidly than the workload. 

Mr. Taser. You had 179 on the roll in 1952, according to the 
figures you gave us, and they took care of 3,966. Your argument 
makes it look like you ought to have, instead of 170, somewhere 
around 90 to 100, that would be the way it would work out, I 
suppose that you have to have a little more so that you can take care 
of terminal leaves. It would seem that would be about the only 
reason. 

Dr. FirzGera.p. In the fiscal year 1952, sir, you will notice that 
the largest single group of Europeans coming to the United States, 
was in the basic industry and consumer industry group. Those were 
in many instances large teams, 20, 30, or 45 participants. You can 
handle a large team with about the same amount of backstopping as 
you can a small team. 

Mr. Taser. Do you mean run a retail store? 

Dr. FirzGera.tp. We were doing more or less the wholesale business 
in 1952, and you can do a certain volume of wholesale business with 
fewer clerks. 

Mr. Taser. What do you have coming this time? 

Dr. FirrzGrravp. We are down to the retail business in the fiscal 
year 1954. 

Mr. Haran. The team that we are running through now is 
around 10 persons. 

Mr. Taper. Here is the picture: I do not have anything to go by 
except your own figures here. For industry, basic and consumer, you 
are dropping off there from 1,277 to 965, or 25 percent, but you are 
making a big jump, from 157 to 600, in your industrial-military. I 
do not know what that means. In your labor productivity you are 
dropping off a little but not very much. In agriculture you are 
dropping off 25 percent. 

Jt does not look like the military-industry would be such an in- 
volved operation. 

Mr. Haruan. We have had in the past about 30 defense teams 
over here to study the defense-production activity. We are now 
planning in the first quarter of the fiscal year 1954 to make arrange- 
ments for and begin the handling of some 60 teams. ‘Those teams 
are more difficult to make arrangements for. They require closer 
coordination with the military and closer security control. Unfor- 
tunately, the teams are so much smaller that it requires a good deal 
more supervision and activity on the part of the staff in the Wash- 
ington office, per man. 

Mr. Taner. I don’t know, but it looks like you have a great number. 
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Dr. FrrzGeraup. Here are a few of the difficult projects that we 
have handled in this field: Fire-control systems for France. Electric 
quartz crystals for Denmark. Naval propulsion for Italy. Military 
packaging for the Italian team. Aircraft fuselage manufacture for 
France. Artillery and mortar ammunition for Portugal. Smokeleass- 
powder manufacture for Formosa. Minesweeper production for 
Norway. Steel cartridge-case production for the NATO area as a 
whole. Steel for weapons and aircraft engines for the United King- 
dom. ‘Those are some of the teams. 

Mr. Taspr. You take the people into the factories where these 
things are produced. The people witnessing them would not have 
too much to do after you turn them over to the factory managers. 

Mr. Haruan. The big part of the job is in the arrangement stages 
The Washington staff includes 138. They are engaged in project 
management. 

Mr. Taser. They have to get on the telephone and find out when 
a certain fellow can go to a certain plant and stay there for a certain 
time. 

Mr. Haruan. When we receive the application from the European 
country involved, it requires that the project manager immediately 
contact the industry, contact the many Government agencies that 
have a knowledge of this kind of activity, and actually draw up a 
plan, an intinerary for the team when it gets here. It will mean 
considerable contact back to the country to get additional information. 
It involves a consideration of the size of the team, the length of the 
stay, and then, of course, it involves the arrangement details, as you 
described it, of getting on the telephone and making arrangements 
with industry to get the people in, making arrangements for hotels, 
transportation, and so forth. There is a considerable amount of 
detail involved. 

Mr. Taser. I do not think that it would be much more difficult 
than it was before. 

INFORMATION 


Mr. Taser. Our next item will be the information program, appear- 
ing on the next page. 

You are requesting funds for quite a number of metien pictures | 
see. Why do we have a program as a part of the Mutual Security 
Program and one on the part of the State Department and another 
one on the part of several other agencies operating on the same job? 
I have difficulty in following the reasons for such a thing. Is it a case 
that one of them or the other is a flat tire, or what is it? It kind 
of makes me wonder. I would think if you could operate like other 
folks do and have one activity you would produce better results. 

Dr. FirzGeraup. Mr. Taber, I think you will find as we go through 
this we are headed in the direction that you suggest. I would like 
to have Mr. Frank Dennis, who is acting head of our Information 
Division of the MSA, to take this topic. I think that he is fully 
familiar with it and can give you a clear explanatior of the exact status. 

Mr. Dennis. I suggest that I read a very brief statement that | 
have and then I will trv to answer any questions that you have. 

Mr. Taser. You may proceed. 
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GENERAL STATEMENT 


Mr. Dennis. The law gives the Director for Mutual Security the 
responsibility of seeing to it that “full and continuous publicity 
through the press, radio, and all other available media” is given the 
United States aid program. His job is to tell the other countries the 
purpose, source, and character of the economic aid furnished by the 
American taxpayer (sec. 115j of the retained provisions of the Econ- 
omic Cooperation Administration Act) 

The Director is also given the duty of administering the Mutual 
Security Act so as “to support concrete measures for political federa- 
tion, military integration, and economic integration of Europe’ (sec. 
2 (b)). 

The first provision requires a publicity program. The second re- 
quires something more complex than statements of amounts of goods 
furnished, pictures of shipments, and so forth. The second requires 
assistance to European groups which are working to bring about our 
policies; opposition to those who are working against us—the Com- 
munists, and in some ways the neutralists; and persuasion of the 
doubtful. Specifically, the MSA Information Division’s method in 
Europe has been to get right down to the precinct level and fight the 
Communists there. 

The President’s reorganization plan for an international information 
program assigns to the new agency the job of carrying out the duties 
heretofore given the Director of MSA, as specified in the legislation 
cited above. 

Because the new agency is not yet in being, MSA has had to make 
provisions for that part of the information program which are uniquely 
its own. We have called these the themes of productivity, labor 
information, and economic aid. Productivity is the problem of 
inducing a willingness to exchange centuries-old habits and attitudes 
for more effective ones—thus hurrying the end of our program of aid. 
Labor information would be better described as helping those who 
want to break away from the Communist-dominated unions to do so, 
so that they may help us toward our goals, notably productivity. The 
economic aid theme is simply that described in the ECA Act cited 
above. To my mind, this program adds up to being a head-on fight 
with the Communists for the support of the workers of industrialized 
Western Europe. 

In practice, for more than a year the MSA information program 
has been working as an integrated unit, with the MSA emphasis 
being on the use of indigenous personnel. Thus in Europe as MSA 
has gained experience in this kind of work, American information 
personnel in Europe has come down from 146 in fiscal year 1952 and 
83 in fiscal year 1953 to the present 63. The Europeans total 477 for 
fiscal year 1954. These figures include personnel working on the three 
general mutual security themes (defense buildup, European integra- 
tion, and anticommunism) already transferred to ITA. Until this 
budget is merged with ITA under Reorganization Plan No. 8, these 
general theme personnel will be financed under reimbursements to this 
budget from the ITA budget, 

I would like to tell you the MSA program has always been one 
that has devoted almost all of its attention to using indigenous tech- 
nicians and experts with supervision by Americans such as myself. 
We have a very small American program. I can give you figures, 
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if you are interested in them, as compared to the State Department. 
We think that we have worked out a technique that is very good. 
I notice that the Jackson committee report adopted the techniques 
that we use. 
USE OF LOCAL CURRENCY 


Mr. Taser. Last year in 1953 you had $9,113,787. How much 
of that was obligated‘ ? 

Mr. Lawson. It was all obligated. Most of it was in local cur- 
rency, and of the $7,600,000 for 1954, all but approximately $400,000 
is in local curreney. 

Mr. Dennis. As a matter of fact, in fiscal year 1953 as to the divi- 
sion that I had in Europe, not a dollar was spent except for salaries 
and administration. It was all local currency. I realize it is money, 
but then it was not appropriated dollars. 

Mr. Taser. Do you mean that there was no money in the 
$9,113,000 excep: local currency? 

Mr. Lawson. All but about $589,810 in 1953 and $920,363 in 1952 

Mr. Taser. It has to be $400,000 in 1954 if your other figure is 
correct. 

Mr. Lawson. That is correct, Mr. Taber. 


TECHNICAL ASSISTANCE AND PRODUCTIVITY 


Mr. Taser. What does technical assistance and productivity mean? 

Mr. Dennis. The technical assistance is pretty much the idea of 
inducing an atmosphere to get people to be willing to do things the 
American way as far as it applies to their work habits and their willing- 
ness to operate a factory as we do. 

As an example of that, sir, in Italy of Vicenza, which is an industrial 
town, due to the fact the Italians have gotten interested in this idea of 
changing their work habits so that they « ‘an get more for what they 
spend, the general idea which has been promulgated through the kind 
of publicity program we have been carrying on, 7 of the manufacturers 
in that town got together and asked for some help in how to carry on 
this kind of work better in their 7 factories. My way of explaining 
this is to tell you I do not believe dey would ever have thought of it if 
they had not gotten interested in it. It is the kind of program that 
we were carrying on. 

In France the word “productivity” has gotten in the language to 
the extent the Communists are fighting it. They have a campaign 
against the idea of productivity because they say it is the American 
capitalistic way of taking over their country. It is an attempt, and 
so far a growing successful one, to induce people who have been work- 
ing for centuries in one kind of slow and inefficient way to do it better 
so that we will not have to spend so much money helping them by 
giving them things now, or later on. 


MOTION PICTURES 


Mr. Taner. How do you use motion pictures? 

Mr. Dennis. We have motion pictures for the reason that they are 
helpful in carrying out our goals. Here is a good example. 

In the first week in February, Holland had a terrific flood, causing 
millions of dollars worth of damage. The MSA information people 
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made pictures of what was going on, in addition to helping the people 
with their problems, putting together a film within 2 weeks that showed 
how, by working together, the international groups working together 
Americans, British, Belgians, Luxemburgans, the Dutch and every- 
body else—could quickly fight this catastrophe; not only fight it but 
prevent the same kind of thing happening in the future, and this film 
was shown all over Europe within 2 weeks after the flood. 

lt was easy for the dumbest fellow looking at the film to recognize 
if people worked together to fight a flood, or prevent one, then the 
same people working together would be a lot more effective in fight- 
ing an enemy like Russia. This is one example of what a film is 
used for. 

We had documentary siill film that shows the results of military 
maneuvers ard how peopl» worked together, and by working to- 
gether some of them use aircraft carriers and other furnish the battle- 
ships and planes and everybody does not have to have the same 
thing. Those are just the little things. 





PUBLICATIONS 


Mr. Taper. What publication do you operate? What do you 
spend money on for publications? 

Mr. Dennis. Mostly for pamphlets. There are some types of 
publications that ought to be off the record. 

Mr. Taner. Tell us what they are. 

(Discussion off the record.) 


EXHIBI1S 


Mr. Taser. What about your exhibits? That seems to be a big 
item. 

Mr. Dennis. That is a big item. The European is a fellow 
who is used to going to fairs instead of going to the things we go to. 
He is accustomed to seeing posters. An American can go for a year 
and never see a poster. A European is expected to get a lot of his 
information from posters. 

The exhibits fall within that area. We have some traveling mo- 
bile units that are included in this exhibit section, which includes 
both posters, movies, and loudspeakers. These little mobile units 
can go out in areas, into the hills of Italy, or in Yugoslavia, where 
we also work, and into Turkey. 

I have been in little towns in Italy where the people seeing a mobile 
unit on one particular evening would be 50 percent more than the 
population of the town. That is a part of what the exhibit project 
is I am talking about. 

To be more specific, I will have to speak off the record. 

(Discussion off the record.) 


POSSIBILITY OF DUPLICATION OF INFORMATION SERVICES 


Mr. AnperRsEN. Is there a possibility of duplication in your work 
with the work on the paper, which we discussed yesterday, in Western 
Germany? 

Mr. Dennis. There would not be any possibility of duplication 
with that; no, sir. 
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Mr. ANDERSEN. You mentioned Vienna. They have one there. 
Do you duplicate somewhat their work? 

Mr. Dennis. The part that I deal with does not have anything to 
do with Vienna. I think that I said Venice. 

Mr. ANDERSEN. I said Vienna. 

Mr. Dennis. At any rate, under the system we have there will be 
no duplication. 

Mr. ANDERSEN. You are not in Vienna? 

Mr. Dennis. No. There is a fellow there, and if he wants anything 
we can help him with it. He will have to ask for it. The people in 
charge of him and in charge of me would have to screen it to make 
sure that we do not duplicate. 

Mr. ANpvERSEN. I am a little disturbed, like the chairman, because 
of the multiplicity of our information bureaus. 

Mr. Dennis. I agree it is a proper ain It ends when 
Congress approves Reorganization Bill No. 8. 

Mr. Gary. I have been disturbed about that for 4 years, and every 
time this program has come up we have tried to do everything pos- 
sible to see that there is no duplication of effort. We have been 
assured there was not, but I am not convinced. I think there still 
may be some duplication here and there. 

Mr. Dennis. We have gone through and separated those things 
the State Department was doing. We did that last November. We 
think that there is no real reason for duplication. ‘The fact of the 
matter is, beginning with this Reorganization Bill No. 8, there cannot 
be any excuse for it. 

Mr. ANpreRSEN. What you did was to use State Department 
facilities in putting out information concerning the MSA program 
wherever you could, as I understand. 

Mr. Dennis. It was a sensible and an economic way of handling it. 
Yes, that is perfectly true. I happened to be with the program in 
1950, on leave of absence from my paper, and one of the first things 
I did was to discover there was duplication. I think that I am 
partly responsible for the fact that i . a great many countries we started 
ae existing State Department facilities instead of setting up our 
own. 

Mr. Gary. In about 1950 we insisted upon that very strongly, and 
were told that it was being done. 

Mr. Taper. According to my information, the I1A advises that they 
are taking over a major part of your activity and it is going to cost 
them $11,475,000 to do it, besides what you have here. On that basis, 
you must have had more money to spend than is shown here. 

Mr. Dennis. Well, there were six themes we were trying to push in 
Europe. Three of them looked as if they were duplicated by the IIA 
program. 

Mr. Taser. What were they? 

Mr. Dennis. The six were: Creating understanding and support of 
defense buildup; counteracting Communist attacks on the whole gen- 
eral idea of a Mutual Security program; promoting European integra- 
tion; labor information; technical assistance; and the economic aid 
information. The ones that we have retained as bei ang strictly perti- 
nent to the MSA part of it are this technical assistance program of 
productivity, labor, which is to my mind a misnomer. It is an action 
program to help the free trade union and the free trade unionist to 
get able to stand upon his own feet. 
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FUNDS AVAILABLE FOR PROGRAM 


Mr. Taper. Those are the things that you have set up here, but 
these others involve probably as much activity as these; is that right? 
Did you use more money than this $9 million? 

Mr. Dennis. Yes; there was a total of about $17 million used last 
vear in counterpart. 

Mr. Lawson. $15 million. 

Mr. Dennis. $15 million. 

Mr. Taser. How much counterpart was used? 

Mr. Dennis. On the order of $15 million. 

Mr. Taper. Was that in addition to the $5 million? 

Mr. Dennis. No. 

Mr. Taser. That was the overall figure? 

Mr. Dennis. Yes. 

Mr. Taser. You mean the $15 million is the overall figure so that 
what vou have here is practically half of what you had last year? 

Mr. Dennis. Yes, practically half, but it does not include adminis- 
trative expenses. 

Mr. Taser. The information group was asking for $11,475,000 to 
do things they took over from you. They said that you had 
$11,475,000 last year. 

Mr. Lawson. For the themes they took over, and we estimated 
that $7 million in 1954 would be what we would program to carry on 
a comparable $11 million program in 1954, so that we moved over to 
them, Mr. Taber, $7 million. 

Mr. Taner. You moved $7 million over to them? 

Mr. Lawson. That is right, to carry the themes that were trans- 
ferred to them, and we retained $7.6 million to carry the themes that 
were retained. 

Mr. Taper. You just turned the job over to them as of the first of 
the year; did you not? 

Mr. Lawson. That is right. 

Mr. Taspr. And they put in a request for $7 million for funds; is 
that it? 

Mr. Lawson. Yes. 

Mr. Taper. It cost you $11,475,000 to handle the three items that 
you transferred to the IIA im 1953? 

Mr. Lawson. In 1953, yes. 

Mr. Taser. And your overall cost was $15 million? 

Mr. Lawson. Yes, 

Mr. Taper. So that the cost for these three items left would be 
$6 million. It cost you $11 million to operate the items that you 
transferred over out of the $15 million, and $15 million less $11 million 
would leave $4 million, if you go along on about the same basis as 
you did last year. That would be what you would need for your 
operation in 1954. 

Mr. Lawson. Mr. Taber, we estimate that the themes that we 
retained, after having transferred those other themes to the State 
Department, in 1953 cost us $9 million. In 1954 we are estimating 
that we would spend $7 million to carry on those themes. 

Mr. Taser. The ones that you retained you say cost you $9.6 
million last year? 

Mr. Lawson. $9.1 million. 
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Mr. Taper. And you are asking for $7,600,000 to do the same 
thing this year? 

Mr. Lawson. Yes; we are scaling it down. 

Mr. Taser. How much did it cost you to do the job that you 
turned over to them? 

Mr. Lawson. For the information program, through May 31, we 
have allotted $14,300,000. 

Mr. Taser. For the whole thing do you mean? 

Mr. Lawson. Yes. 

Mr. Taser. Do you mean the six themes, the whole business? 

Mr. Lawson. All the themes. 

Mr. Taser. You allotted $14,600,000 through the 30th of May? 

Mr. Lawson. Yes, in local currency. 

Mr. Taner. And on top of that you had $400,000 of United States 
currency? 

Mr. Lawson. That is right, sir. 

Mr. Taner. So that made $15 million? 

Mr. Lawson. Right. 

Mr. TABER. The ITA people Say, in note 3 on page 4 of their 
tabular statement of this justification for 1954: 

Information themes transferred to IIA from MSA, $11,449,800. This repre- 
sents obligations incurred by the Mutual Security Agency in the fiscal year 1953 
for certain information themes which in fiscal year 1954 will be carried out by 
IIA. The transfer is made pursuant to the letter from the Director of the Bureau 
of the Budget to the Secretary of State, dated March 18, 1953. 

What do you have to say about that? All we know is what 1s 
thrown at us from different directions. 

Mr. Lawson. I can understand your problem when you get con- 
flicting figures. We worked closely with the State Department in 
segregating out the programs on the basis of the themes that were to 
be financed out of the MSA funds and State funds. 

[ would like, if you will, to get together with the State Department 
people and see if I can reconcile the figures that I have given you 
here and the figures they gave. 

Mr. Taser. If you give any reconciliation I want you to come up 
here. I want to get this thing straightened out somehow. I do not 
like to have it in a confused state. 

Mr. Lawson. We will be glad to do that. 

Mr. Taper. It looks like $5.5 million of fat in one estimate or the 
other. 

Unless there are some questions on this particular item, we will 
not try to go any further with it today. 


UNPROGRAMED ITEMS 


There is a request for unprogramed items on page I-33 that we 
have not had anything on. I do not know whether you have some- 
thing you can submit or not. If so, it ought to be done now. 

There is an unprogramed item of $2.6 million. Is there anyone here 
who can tell us anything about that? 

Dr. FirzGeratp. We have no definite program that we contemplate 
against which we would use this $2.6 million. This is a contingeney 
estimate. 

Mr. Taser. This is a contingency. 











Dr. FrrzGeraup. Yes; we might as well be frank about it; it is a 
contingency for unexpected developments. We do not know what it 
might be used for, and if we do not have any use for it, we will not 
use it. 

Mr. Taser. That is all there is to that? 

Dr. FirzGerap. Yes. 

Far East 


Mr. Taser. The next item is for the defense support for the Far 
East on pages III—-88 and 89. 
Dr. FirzGrrautp. May I have Mr. Hayes speak to that? 


CHINA (FORMOSA 


Mr. Taner. Whatever you wish. Is this an item where we can 
put page III-88 down as far as the chart on the next page in the 
record? Is there any reason why it should not be? 

Mr. Hayszs. I see no reason why it should not be included in the 
record, if it will be useful. 

Mr. Taner. Did you intend to state it in a different way? 

Mr. Hayes. No; we feel that is the best statement of that size we 
could get up. 

The table at the bottom of the right-hand page is also a very useful 
table. ‘That is the general composition of the program. Above that 
is the general statistics. 

Mr. Taser. Then we will put the table in the record, together with 
the footnotes that goes with it. 

Mr. Hayes. Yes. 


(The tables referred to are as follows:) 
Cuina (Formosa) 


l. OBJECTIVES OF UNITED STATES DEFENSE SUPPORT 


United States program objectives are: (a) To support the military effort by 
improving the transportation system, expanding military production, and devel- 
oping defense facilities such as airbases, harbors and depots; (b) to help maintain 
economic stability in order to assure satisfactory production levels, to provide 
continued availability of revenues for support of the military establishment, to 
facilitate mobilization of capital, and increase public confidence in the ability 
and permanence of the National Government, and (ce) to expand Formosa’s 
capacity for self-support in order to reduce dependence on United States aid. 


2. PROGRESS IN SUPPORT OF THE DEFENSE EFFORT 


Following Nationalist withdrawal from the mainland, Formosan transporta- 
tion, production and defense facilities were not adequate to permit effective 
utilization of the flow of military end-items required. The United States program 
has provided assistance for renovating ports, dredging harbors, improving roads, 
constructing bridges and rehabilitating the railways, as well as facilities for stor- 
age and maintenance of military equipment and ammunition. Textile produc- 
tion has increased five-fold since 1949 and military uniform requirements will 
largely be met from local production in 1954. A smokeless powder plant, partly 
financed by the United States program, will soon be in operation, while arsenals 
are now producing ammunition up to 75 millimeters in considerable quantities. 
The construction of airfields is proceeding, and runways are being extended to 
accommodate jets 

The Formosan economy, burdened by the addition of 1} million soldiers and 
civilians from the mainland, has been strongly buttressed by United States economic 
aid. With the help of United States fertilizer, food production has markedly 
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mat 


increased. Power production, though still insufficient to meet expanding indus- 
trial needs, has increased almost 50 percent over 1950, and industrial production 
has topped the peak attained by the Japanese. The status of the farmer has been 
greatly improved, deficit spending has been reduced, and more effective budgeting 
and taxation procedures adopted. The Chinese Government has been able to 
achieve substantial economic stability. This essentially economic achievement 
has had profound political and military implications, permitting the regime to 
devote its attention and resources to the defense effort. 


3. FISCAL YEAR 1954 DEFENSE-SUPPORT PROGRAM 


The defense support program in fiscal year 1954 will be similar to that for 
fiscal year 1953, both in size and in the type of activities undertaken, except that 
transportation projects will be reduced and manufacturing and mining projects 
increased. Aid funds will again be predominantly used for the importation of 
goods, such as petroleum products, construction materials, raw cotton, chemical 
fertilizers and machine tools, which are required to keep industries in operation 

nd to meet essential consumer needs. Funds derived from the sale of these 
ommodities will finance the local cost of United States-supported projects, help 
the Chinese Government meet military expenses and support the nation! budget 


4. COUNTRY CONTRIBUTION TO THE MUTUAL SECURITY PROGRAM 


[he Chinese are devoting almost two-thirds of their combined national and 





rovincial budgetary resources to the defense effort. Thev are carefully budget 
their revenues and are encouraging production and trade Despite improved 
scal m ‘ment and impressive production increases, however, United States 
aid is required to maintain economic stability, essential alike to cont 1 
litical stability and to the building of adequate defenses. It is also required to 





tain the Chinese military establishment and to assure Formosa’s development 


e direction of ultimate self-support 
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rransportation, power, other put 
lic works 6, 958 7, 985 5, 885 5, 810 75 7 
Manufacturing, mining, other 
industry 2, 655 6, 215 9, 165 8, 962 203 2 
General engineering advisory serv 
CES 500 300 5o0 5O0 5H 
6. Education 22 23K 410 12 On 19 , 
Public administration 349 336 653 653 4 200) 
&. Other projects 
9. Maintenance of essential supply 40, 691 45, 723 39, 627 39, 627 
otal program cost -..--.. 268,317 | 275,125 70, 000 67,478 | 2,522! 1,807 | 
Does not include funds provided for direct military support (common-use items) as follows: Fiseal year 
1952, $13.3 million; fiseal year 1953, $30.5 million. Fiscal year 1954 requirements are included in the * Mili- 
tary defense-assistance program.” 
2 Includes costs not allocable by activity field as follows: Fiscal year 1952, $104,000; fiscal year 1953, $125,000, 


Mr. ANDERSEN. That has to do with the $70 million request? 
Mr. Hayes. Yes. 
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REDUCTION IN FINANCING REQUIREMENTS 


Mr. Outy. I should say, before we get into these items, Mr. 
Chairman, that the programs we are proposing for these two countries 
combined is the $95 million. The authorization is $84 million; that 
authorization was reduced at our request from the original figure that 
the President transmitted to the Congress, because $11 million of 
savings have been effected in the fiscal year 1953 and prior programs. 
We reported to the authorizing committee that this amount had been 
saved, and that, if they would authorize the carryover, the new author- 
ization could be reduced to $84 million. The witnesses will be talking 
about a program, the combined program for these two countries, of 
$95 million, which we propose to finance with the $84 million from new 
appropriation plus the $11 million of carryover. 

Mr. Taner. $11 million carryover and $84 million, What page in 
title I is that on? 

Mr. Oaty. I-33. 

Dr. FirzGeravp. Item B, Mr. Taber. 

Mr. Taper. $95 million, with $84 million authorization, 

Mr. Hayes. Yes. 

Mr. Taser. The carryover there on that page shows $133,538,000. 

Mr. Murpuy. That $11 million, plus another $6.8 million, con- 
stitute unobligated funds under the MSA Far Eastern program. 
The $11 million has already been applied to reduce the 1954 authoriza- 
tion and appropriation requests in accordance with Mr. Rand’s letter 
of May 27, 1953, to the chairmen of the authorizing committees. 


PROGRAM FOR FORMOSA 


Mr. Taper. You have in this Formosa figure an amount for an 
area of some 13,000 square miles. 

Mr. Hayes. Yes. 

Mr. Taser. And you have a population of 9.5 million? 

Mr. Hayes. Yes; that is the estimate we have. It is a very 
heavily populated area. The island, as you know, has about 1.5 
million civilians and military, who moved over there when the 
Communists took over the mainland, and therefore the economy is 
required to support a very, very heavy burden of additional people 
and a very large army on its economy, and therefore that is the major 
justification for the program which we are carrying on over there. 

Mr. Taser. How many troops do they have there? 

Mr. Hayes. About 550,000 is the figure for the Armed Services 
that seems to be the most reliable. 

Mr. Taper. They seem to raise quite a bit of rice, also some sugar. 

Mr. Hayes. Yes; they export a good deal of sugar. They are 
about self-sufficient in rice. 

Mr. Taser. That is the main article of diet for the troops, is it not? 

Mr. Hayes. Yes, although it is supplemented by some imported 
proteins—soybeans, particularly. They are very short on proteins. 

Mr. Taper. They make quite a lot of cotton cloth. 

Mr. Hayes. Yes. The cotton itself is imported. 

Mr. Taser. From here mostly? 

Mr. Hayns. Yes. 

Mr. Taser. Electric power which they produce is probably mostly 
from coal generation? 











Mr. Hayes. There is some hydroelectric power. 

Mr. Cray. There is quite a lot of hydroelectric, some developed by 
the Japanese and it has been expanded some since that time. 

Mr. Taser. With reference to these items of expenditure, you 
have in here for agriculture, forestry, and fisheries, $12.5 million. 

Mr. Cray. Yes; a very large part of that is for fertilizer, to build 
up their production of rice, and also it is used in sugar production. 

Mr. Taser. You also have in here transportation of power and 
public works, $5.8 million. 

Mr. Hayes. This is for improvement of railroad transportation; 
improvement of highways, improvement of harbors. 

Mr. Cray. And also another hydroelectric powerplant is proposed 
to be built within this amount. 

Mr. 7 That is hydroelectric? 

Mr. Cray. Hydroelectric power; the electricity is required for ex- 
pansion of industry to try to help them develop their output so the. 
can support more of the military burden than they are able to do at 
the present time. 

Mr. Taner. Manufacturing and mining and other industrial 
activities, $8.9 million. 

Mr. Hayes. A part of that is to build up their capacity for fertilizer 
production, also replacement of equipment in the paper industry, and 
for substantial assistance in approving their coal mining. ‘oke coal 
is produced there to a certain extent, and also there will be some 
petroleum development. 

Mr. Taner. Maintenance of essential supplies, $39,627,000. 

Mr. Hayes. The major part of this, as you can see, is in this item 
The purpose of that is, on the one hand, to make it possible for them 
to import commodities, which they could not otherwise finance, which 
is a balance of payment justification and, on the other hand, it is used 
to generate local currency, which is needed to control inflation and to 
help the Government meet the deficit. The relatively large deficit of 
the Government budget is caused primarily by the heavy military 
load on the Government, and therefore we are making substantial 
contribution to their budget. 

You can see this shows for the fiscal year, their calendar year 1953, 
our contribution to their budget would be $64 million. If it were not 
for this very substantial contribution they would be running printing 
presses to produ ce local currency to meet expenses, and the inflation 
would result in the disintegration of their economy. 


INDOCHINA 


Mr. Taner. There is $25 million for Indochina, plus $70 million, 
that makes the $95 million. 

fr. Hayes. Yes. 

Mr. Taper. There is a reduction of $5 million here, with an increase 
of 1 million for Indochina. 

Mr. Hayes. Yes. We have been successful in holding prices at a 
fairly stable level over the last year and a half. 

Mr. Taner. It appears to me that if you had $11 million unobli- 
gated out of the $95 million and you expect to spend $88 million in 
the fiscal year 1953. You are asking for 95, that would seem to be 
$7 million more than last year. 
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Mr. Hayes. No. The $11 million is included to the $95 million 
here, because they are estimated obligations, after you save the $11 
million. 

Mr. Taser. In other words, the $11 million did not come from these 
two programs? 

Mr. Cuay. Yes; the amount was obtained from other programs. 

Mr. Taser. That was under Formosa? 

Mr. Hayes. The $11 million was saved from the Philippines and 
the basic materials programs. 

Mr. Taser. Indochina is set out on pages 92 and 93. We will 
insert in the record the statement that appears up above the chart, 
and we will also put in the table which appears at the bottom of page 
[1I-93, with the footnotes. 

Mr. Hayes. Yes. 

Mr. Taser. The footnotes will have to be inserted. 

Mr. Haygs. Yes. 

Mr. Taser. That is the same sort of thing that you have on 
Formosa? 

Mr. Hayes. Yes. 


The statements referred to follow: 


ASSOCIATED STATES OF INDOCHINA 
1. OBJECTIVES OF UNITED STATES DEFENSE SUPPORT 


rhe war against the Communist Viet Minh has no conventional ‘‘battlefronts 


| waged along political and economie as well as military lin All phas 
United States program directly or indjrectly support the defense effo 
United States objectives in the Associated States are (a) t ipport the French and 
Associated States forces by providing certain transport and mmunicatis 
ilities, and helping care for war refugees; (6) to assist in civilian resettlement f 
protection against Communist raids; (c) to increase the effectiveness and broade1 
popular support of the Associated States’ Governments; and (d hely 
‘rease the production of goods for civilian and military use and for export 


2. PROGRESS IN SUPPORT OF THE DEFENSE EFFORT 


The United States program has financed construction and repair of roads 


bridges, and airstrips, and improvement of ports and inland waterways, activitis 
which provide logistical support for the anti-Communist armies. Direct defense 
support in the form of imported equipment and machinery, drugs, and petroleui 
produc ts for the use of the armed forces has also been provided. 

Direct relief for more than a million refugees from the war zone has been provided 
and the government of Viet Nam has been assisted in resettling several thousand 
on idle land. A new approach to pacification of the area was initiated this year 
at Dong Quan, near Hanoi, in a project largely financed by counterpart funds 
Designed to prevent the Viet Minh from forcibly obtaining food and conscripts 
from the largely defenseless farming people, the project provides for the re 
grouping of 25 small villages into a readily defensible center. 

The United States has been providing supplies, equipment, and advice to assist 
in building sound public health and agricultural services. Since 1951, protection 
against malaria has been extended to over a million people and 1,800 first aid 
dispensaries in rural areas have been established. Projects to demonstrate 
improved farming methods, to rehabilitate irrigation works, to develop improved 
seed strains, and to provide better grain storage facilities, have also been supported 
by the United States. 


3. FISCAL YEAR 1954 DEFENSE-SUPPORT PROGRAM 


Activities of the type begun in earlier years will be continued but at a quickened 
tempo. New defensible centers patterned on Dong Quan, work on highways and 
harbors, agricultural, education, and relief activities, and health and education 


programs are included in the 1954 program. 
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4. COUNTRY CONTRIBUTION TO THE MUTUAL SECURITY PROGRA 


M 


The war has put a burden on the limited resources of the Associated States 


which they cannot bear alone. 
nues to support of military forces. 


also contribute directly to the war effort. United States assistance 


Viet Nam devotes almost two-thirds of its reve- 
A substantial part of her civil expenditures 


is urgently 


required to close the gap between essential needs and resources available for the 


building of national strength. 


INDOCHINA 


PRODUCTION (KEY ITEMS) 





| | 
1938 1951 | 1952 
on —_ — ~ aii es a apall inpqaenenilbenns . 
| | 
Rice, milled (1,000 metric tor 4,570.0 | 13, 810.2 | 14,000.7 
Corn (1,000 metric tor { 568.1 | 1175.0 1175.0 
Co 1,000 metric tons i 2, 335, 2 | 624.0 834.0 
Elec it ion kilowatt-hours 100.8 208. 8 2 226. 4 
Crop year ending in year stated. 
2 January-November 
INTERNATIONAL TRADE 
I expo! millions of United States dollars 82 135 2 93 
I mport millions of United States dollars 56 305 2345 
Trade balance +-26 170 252 
Commodity export 1,000 metric ton 
Rice 1, 053.9 360. 5 240.0 
Rubber 58.0 53.1 61.4 
Coal 1, 580.8 203. 3 
Piastre converted at the ywing rates: 1938, $0.2860; 1951-52, $0.0486, 
? January-September 
AREA AND POPULATION 
Area 000 square € 287 
Popul millions 23. 5 28.5 
PRICES 
W holesale ( rdex (1949 5 124 138 
( ng index (1949 0 
I 2 120 155 
A 2 127 151 
139 
Central government finances of Vietnam, Laos, and Cambodia 
M ns of t State lollars, converted at 20.58 piastres per United States dollar] 
Fiseal year ending Dee. 31 
Ite Sea 
1952 budget | 1953 budget 
Revenue, total 259 373 
Expenditure, total 318 500 
tional de 168 280) 
(Percent ¢ { expenditure (53) (56 
Othe 150 220 
D t or surplus (4 59 §—127 
I es Frenct t © and expenditures fror iid contribution 
ibst \ ‘ ernment eficits whi are expected to be reduced by 
il taxa ) 
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a3C 
Program cost by major project category 


{In thousands of dollars] 


Estimate fiscal year 1954 

















Actual, |Estimate, j Services 
- cen |} 
Major project category fiscal fiscal Supplies —— 
year year , aa 
1952 1953! | Total equip- | United 
| r mn States | Train 
ment Total techni 0s 
claas | 
= et ee | 
1. Health and sanitatior $2, 861 $1, 590 $2, 021 $1,592 | $429 $404 | 
Agriculture, forestry, fisheries 850 2, 560 1,345 | 1,025 320 195 | 
l'ransportation, power, other 
public works 2, 581 1, 900 5, 000 4, 900 100 75 2 
4. Manufacturing, mining, other 
industry 19 325 300 25 15 | ‘ 
General engineering advisory sery | 
f . 345 80 io | 20 | as 2 
7 stration 875 669 474 195 180 | 15 
® ct 302 500 60 J 60 60 | 
{ nce of essential supp! 16, 73 16, 230 5, 500 15, 500 
l otal program cost 224, 604 224,125 3 25, 000 23, 801 1, 199 974 22 
Ex i ied for support (common-use item Fiscal year 1954 
nt 1 the Milit tar Progr 
’ es costs not allocable by activity f Fiscal vear 2, $104,000; fiscal year 195 
a Ex $40 | i 1 it tal financi f Indochina war and t 
INDOCHINA 
Chis a tance will not be limited to financing of major items of military 
equipment Large quantities of consumable supplies are required by the fighting 
forees in Indochina and a substantial part of our special defense financing will 
eed to be applied to such supplies, including fuel, individual soldier equipment 
1 clothir quipme s parts, as well as .ubstantial quantities of ammu 
f a apons produced in France Although the expenditures to be eligibl 
f United States reimbursement will be subject to an understanding with the 


vi 
French Government at the outset of the program, the program must be kept 
adaptable throughout the year to the exigencies of a hot war and the changing 
requirements corresponding to the actual fighting and consumption of supplies. 

The supply program which the United States will assist in financing is fo 
both French and Indochinese troops, including Indochinese fighting with the 
French Union forees and the troops in the national military establishments of 
the Associated States 

This program, besides providing direct support to the troops on the fighting 
line in Indochina, will make clear to the French Government and French people 

ir contribution toward that effort and the fact that a satisfactory improvement 
and continuation in that campaign is the condition for receipt of that aid. Thi 
program will provide needed suppo.t for those in France who believe France must 
continue the war in Indochina while building up troops under NATO for the 
defense of Western Europe. 
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SPECIAL DEFENSE FINANCING 


\ program of $400 million is proposed to assist in financing the costs of the 
French and Indochinese forces in their war against Communist troops in Indo 
china. That war is currently costing the French Government in excess of $1.2 
billion per year, not including military end items supplied under the MDA pro- 
gram. The proposed program will therefore represent nearly one-third of the 
costs of that war that have been borne by the French Government. 

This program is conditioned on the vigorous prosecution of the campaign 
against Communist troops in Indochina and on the French budget capability, 
together with proposed assistance, to support the campaign on an undiminished 
scale and to increase it to the extent feasible. 

The logistical and supply respon.ibility for the war in Indochina rests with 
the French Government and it is not proposed that the United States inject 
itself directly into supply and procurement channels. The $400 million wili not 
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be used for direct procurement by the United States, but will rather be used to 
reimburse the French Government in connection with its expenditures in sup- 
port of the war in Indochina. 

Mr. Haygs. This is much the same thing, Mr. Chairman, although 
the primary purpose of counterpart is essentially to supply them 
with some help in building highways and other projects directly needed 
to support the military operations. We are not trying to solve the 
inflation problem in Indochina. 

Mr. Outy. I would like to call attention to the fact that there are 
two pages in this book on Indochina, which might be something you 
want to look at. 

Mr. Taser. What page is that? 

Mr. Onty. That is shown on two pages, following the ones you 
have been looking at, pages 94 and 95. It shows the relationship 
of the $400 million we talked about earlier. 

Mr. Citay. The breakdown of the $400 million is classified. 

Mr. Taser. We understood we were not to put any of that in the 
record. 

Mr. Cray. The two tables at the bottom, Mr. Taber, are classi- 
fied. All of the breakdown of the French budget assistance and the 
breakdown of the $400 million, but the actual language in the text 
would be unclassified. 

Mr. Taser. That ought to be put in the record back where we 
were talking about it. 

Mr. Cray. We will insert it at the proper place. 

Mr. Taner. You will do that for both of them? 

Mr. Cray. Yes 


Monpbay, JuLY 13, 1953 


MULTILATERAL ORGANIZATIONS 


WITNESSES 


JOHN H. OHLY, DEPUTY TO THE DIRECTOR FOR PROGRAM, DMS 

RAPHAEL J. DONDERO, ASSISTANT COMPTROLLER, DMS 

GEORGE L. WARREN, CHIEF OF REFUGEES 'AND DISPLACED PER- 
SON STAFF, BUREAU OF UNITED NATIONS AFFAIRS, DEPART- 
MENT OF STATE 

STANLEY ANDREWS, ADMINISTRATOR OF TCA 

GEORGE M. INGRAM, DIRECTOR, OFFICE OF INTERNATIONAL 
ADMINISTRATION AND CONFERENCES, DEPARTMENT OF STATE 

DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, DEPARTMENT 
OF HEALTH, EDUCATION, AND WELFARE 

ARTHUR C. RINGLAND, ADVISER TO THE ASSISTANT SECRETARY 
FOR ECONOMIC AFFAIRS ON VFA (VOLUNTARY FOREIGN AID), 
DEPARTMENT OF STATE 

GRAHAM R. HALL, SPECIAL ASSISTANT TO THE ASSISTANT SEC- 
RETARY FOR UNITED NATIONS AFFAIRS, DEPARTMENT OF 


STATE 
MovEeMENT OF MIGRANTS 


Mr. Taser. We will consider next the multilateral organizations. 
Mr. Warren, you have the item for the movement of migrants, in 
which there is an estimate of $10 million. 
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Mr. Outy. Mr. Chairman, that item appears on page I-56, and 
the estimate is repeated on page III-162, where you will find the 
narrative description 

Mr. Taner. Do you have a statement on that item? 

Mr. Warren. The statement which appears under this item on 
page 162 is very good. I can summarize it briefly if you wish. 

Mr. Taser. Very well, go ahead. 


GENERAL STATEMENT 


\ir. Warren. Mr. Chairman, this committee, the Inter-Govern- 
mental Committee for European Migration, was established almost 
entirely on the basis of congressional initiative, in December of 1951. 
Congress had taken quite a number of actions leading up to this, and 

December 1951, the conference on migration was held at Brussels, 
and the committee was established. 

Originally it was composed of 16 governments; we now have 22; 
we are trying to move people out of Europe who would not otherwise 
be moved, chiefly to Australia, Canada, some to the United States, 
others to Latin-American countries, in order to reduce the estimated 
surplus of about 3.5 million people in Germany, Greece, the Nether- 
lands, Italy, primarily, who, no matter how the economies of those 
countries may improve, cannot possibly find employment, and become 
dissatisfied members of the population. 

We are anxious to move them to other countries, where they can 
ret to work 

The appropriation requested is in the same amount as for the 2 
preceding vears, namely, $10 million. We started out in 1952, hoping 
to move 115,000. We ~ not move that many. We actually suc- 
ceeded in moving 77 ,62¢ 

The quota for the coming vear, this year, is 120,000; and the next 
vear, 1954, calendar year 1954, 140,000. 


CONTRIBUTIONS 


The interest in the committee is growing constantly. All of the 
members, except one, have paid their assessed contributions in 1952, 
and while we did strike a slump in the movement, in the summer and 
toward the end of 1952, the movement then began to pick up, and is 
again, particularly to Canada and the Latin-American countries, 
increasing, and we hope that the movement will continue to increase. 

The contributions are of two kinds. All of the member govern- 
ments contribute to the administrative expenses, as a matter of obli- 
gation, according to a set scale of contributions. Ours is 33% percent. 
The contributions toward the operational expenses are voluntary. 
Many of the governments, both emigration and immigration countries, 
actually pay in whole or in part for the movement that the committee 
carries out. For instance, Canada, in addition to paying her admin- 
istrative expense, reimburses the committee for all movements to 
Canada. 

Germany contributes $60 a head for movement out of Germany. 
Italy does the same; Canada and the Netherlands together reimburse 
the committee for movement from the Netherlands to Canada. 
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Australia contributes partially to the movement. Brazil, for in- 
stance, is willing to pay the full share for the head of the family. 
Italy will pay $60 a head for the other members of the family, and the 
committee supplies the deficit. 


INCREASE IN NUMBER OF REFUGEES 


I think by way of summary that covers the high spots of the pro- 
gram. The needs for the committee’s operation are just as real to- 
day as they were when the committee was organized in 1951. In 
fact, so far as Germany is concerned, they are increasing steadily, 
because of the constant flow of new people from East Germany into 
West Germany through Berlin. In Germany you have a surplus of 
approximately 1.25 million landless peasants, former members o. 
German communities in Eastern European countries who came into 
Germany immediately after the war and who cannot find land in 
Germany and are landless. 

In Italy you have a surplus of approximately 2 million, which is 
piling up as a result of early policies before the war and the disloca- 
tions of the war. In the Netherlands you have a surplus developing 
of 150,000 annually, of which something like 70,000 can be absorbed. 
They have a need for moving out 60,000 annually in the foreseeable 
future. The situation in Greece is very much the same as in the 
Netherlands. 

The committee also moves refugees, when visas can be secured, to 
the immigration countries. 

On page I-56 you will see a distribution of the actual movement in 
1952. 

Mr. Taser. That is page I-56? 

Mr. Warren. Yes; that is section I-56, 

There you will see the actual movement in 1952; the estimated 
movement in 1953, and the estimated movement for 1954, showing 
where the people will come from and where they will go. 

I might explain further, that because of the low movement in 1952 
which was under the quota, which we hoped to fill, we did not pay 
out the full amount of the $10 million. We paid out instead 
$8,950,000—consequently $1,050,000 was deobligated in 1953; 
$9,240,500 has actually been obligated to be paid out during 1953. 


ADMINISTRATION 


Mr. Taser. How much of this goes for administration? 

Mr. WARREN. For our administration? 

Mr. Onxty. The whole administration. 

Mr. Warren. The budget for administrative expenditures of the 
entire committee, $2,147,000. 

Mr. Taser. That is the whole thing? 

Mr. WarrREN. Yes, the $2,147,000. 

Mr. Taper. I see that is in the statement. 

Mr. WarRREN. Yes. 

Mr. Taser. Which will go in the record. 

(The statement referred to follows:) 
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MovEMENT OF MIGRANTS 


Appropriation of $10 million is requested for the United States contribution to 
the Intergovernmental Committee for European Migration (ICEM) in calendar 
year 1954. This request provides only for continuing the contribution in the 
same amount as originally appropriated, even though the program of the Com- 
mittee anticipates a substantial increase in the number of migrants expected to 
be moved, 

The Committee was organized at Brussels in December 1951, to carry out the 
intent of the Congress as expressed in title I, section 101 (a) (2) of the Mutual 
Security Act of 1951 which reads: ‘‘Provided, That not to exceed $10 million of 
the funds made available pursuant to this paragraph may be utilized to effectuate 
the principles set forth in section 115 (e) of the Economic Cooperation Act (ECA) 
of 1948 as amended.’ The intent of section 115 (e) was to facilitate the move- 
ment of surplus manpower from Europe to other countries where such manpower 
could be utilized. 

Sixteen governments established the Committee at Brussels and adopted plans 
to move in 1952 approximately 100,000 persons who would not otherwise be moved 
out of Europe. The Committee began operations on February 1, 1952. In the 
period from February 1 to December 31, 1952, the Committee moved 77,626 
migrants and refugees out of Europe. As of the present, there are 22 govern- 
ment members of the Committee, including 12 Western Furopean, 6 Latin Ameri- 
ean, and Australia, Canada, Israel, and the United States. Additional govern- 
ments, including Colombia, New Zealand, Spain, and the United Kingdom, have 
shown interest in joining the Committee. The efforts of the United States during 
the past year to secure a wider participation in the Committee by other govern- 
ments, therefore, have met with some success. 

The United States contribution to ICEM for the calendar year 1953 program 
is $9,240,500, as authorized and appropriated by the 82d Congress, 2d session 
Of this amount, $2,147,000 is for contribution to the administrative expenditures 
and the remainder is for operating expenditures. Contributions to the admin- 
istrative expenditures are obligatory upon member governments in accordance 
with an agreed percentage scale. The United States contribution to the Adminis- 
trative expenditures is 33% percent. Contributions to the operational expendi- 
tures are voluntary. 

The Committee has approved a budget and plan of expenditures of $36,755,475 
for the movement of 120,000 migrants during calendar vear 1953. For calendar 
vear 1954 the program calls for the movement of 140,000 migrants at a cost of 
approximately $40,400,000. Since the estimated programs for 1953 and 1954 
were developed before the President’s reeommendation of April 22, 1953, to the 
Congress for emergency legislation to admit 240,000 additional immigrants to 
the United States during the next 2 vears, the plan of expenditures does not 
reflect anv changes which will result if such legislation is enacted. In carrving out 
its functions to facilitate the movement of migrants during 1954, ICEM will 
continue to work closely with government representatives of both the emigration 
and immigration countries, at the request of the government concerned, in 
developing and improving the processing and reception services which have a 
direct bearing on the volume of movements. 

The costs of transport for a substantial number of the persons to be moved 
will be reimbursed to the Committee by the emigration and receiving countries. 
Some movements will be fully reimbursed, others partially reimbursed and the 
balance will take place at the expense of the Committee. For example, Germany, 
the Netherlands, and Canada jointly make complete reimbursements for all 
movements under the auspices of the Committee from Germany and the Nether- 
lands to Canada. Brazil reimburses the Committee for the full cost of the move- 
ment of the head of the familv. Other members of the family are moved to 
Brazil on the basis of partial payments by Germany and Italy, and otherwise 
at the expense of the Committee. The costs of processing migrants for movement 
is borne directly bv the emigration countries and the costs of receiving them 
by receiving countries. The emigration and receiving countries receive credits 
for these costs as part of their contributions to the work’ of the Committee, 
although such contributions will not be paid in cash to the Committee. 

Except in the case of two Governments, Bolivia (not now a member) and Para- 
guay, the assessments of all government members for administrative expenditures 
have been paid in full. It is anticipated that this good record of payments will 
continue. Though political and economic difficulties of a temporary nature in 
certain immigration countries, particularly Canada and Australia, developed to 





reduce the expected number of migrants moved during its first year, the Com- 
mittee did make an encouraging start. This initial accomplishment should 
increase and gain momentum substantially during 1953 and 1954. 

rhe considerations that led to the United States taking the initiative to estab- 
lish the Committee in 1951 are even more valid today. The grave economic and 
political problems stemming from excess populations in Western Europe and the 
influx of refugees from Soviet-dominated areas are of deep concern not only to 
member governments of the Committee, but to the member governments of 
NATO, the Council of Europe, and the other governments of the Western World 
the leadership of the United States in promoting intergovernmental action to 
alleviate these problems has been warmly welcomed and widely supported by these 
organizations and governments. To be effective in alleviating these problems, 
the Committee must increase the overseas movement of migrants during the next 
few years. To this end, the energetic support of the Committee by the United 
States and other governments is essential. 

Mr. Taser. How much administrative expense do we have in con- 
nection with this; that is, for the United States? 

Mr. Warren. We have practically no one on full time. 

Mr. Taser. This $2,147,000 is something like 10 percent of the 
total operating cost; is it not? 

Mr. WARREN. Yes. 

Mr. Taser. That sounds like a pretty good percentage. 

Mr. Warren. That $2,147,000 is out of the $36 million. 

Mr. Taser. Out of $36 million. 

Mr. Warren. Yes, in 1953. 


CONTRIBUTION TO ADMINISTRATIVE EXPENSES 


Mr. ANprersEN. Mr. Warren, let me refer you to paragraph No. 4 
on page 162, which states: 
Of this amount— 
and that has reference to the $9,240,500— 
$2,147,000 is for contribution to the administrative expenditures, 


Mr. Warren. That is the contribution of all of the governments; 
that is for all of the governments. 

Mr. ANDERSEN. | am reading now under the fourth paragraph, 
where you are referring to United States contributions. First of all 
it says the United States contribution is $9,240,500, as I read that 
language. 

Mr. Warren. Yes. 

Mr. ANperSsEN. And further on it states: 


Of this amount— 


referring to the $9 million figure 


$2,147,000 is for contribution to the administrative expenditures and the re- 
mainder is for operating expenditures. 

Mr. Warren. I am afraid that is an error. 

Mr. ANpERSEN. The $2,147,000 is distinguished from the other, 
and is distinctly for administrative expenses, and supplied by us, 
as I read that language. 

Mr. Warren. That statement certainly is not clear. 

Mr. Taser. It looks clear; maybe it is not correct. 

Mr. WarrEN. It is not correct. A sentence preceding that prob- 
ably was dropped out. The $2,147,000 is the total of admuinistra- 
tive expenses of the committee to which the 22 governments contribute 
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on a percentage scale. The United States percentage is 33%, which 
amounts to some $715,000. 

Mr. AnprErsEN. Then this paragraph is certainly incorrect. 

Mr. Warren. The second sentence of the fourth paragraph of the 
narrative beginning with the words ‘‘of this amount”’ is incorrect. 

Apparently some of it was left out. The total of administrative 
and operating expense would be around $36 million. 

Mr. Taner. Do you have some data, some green sheets that we 
could look at so we could tell something about it? It is difficult for 
us to follow it without having some such statement. 

Mr. WarrREN. Yes, I have that. 

Mr. Taser. One further question: How much was appropriated 
for this vear? 

Mr. Warren. For this current year? 

Mr. Taper. Yes. 

Mir. WarrEN. $9,240,500. 

Mr. Taner. That is for the calendar year? 

Mr. Warren. The calendar year 1953. 

Mr. Taner. And you have a reduction? 

Mr. Warren. We have a saving from 1952 of $1,050,000. 

Mr. Taser. And that came about because of what? 

Mr. Warren. We did not move the full number anticipated and 
budgeted for movement in 1952, so we did not pay out the full $10 
million to the committee in 1952. Our contribution is available to 
the committee provided they achieve the full total of movement. 

It is on an escalator arrangement. 

Mr. Taner. What are our contributions supposed to be? 

Mr. Warren. In 1953? 

Mr. Taper. Yes. 

Mr. WarrEN. $9,240,500; that is what has been obligated. 

Mr. Taser. That is what has been obligated? 

Mr. WarrEN. Yes. 

Mr. Taper. For 1953. 

Mr. Warren. For calendar 1953. 

Mr. Taser. How could that be obligated with the appropriation 
being $9,171,000, and there being deobligations of $1,050,000? 

Mr. Warren. The $1,050,000 is what we saved from the 1952 
appropriation and in the table on page I-56 appears to operate to 
reduce the 1953 requirements. The savings took place in fiscal year 
1953. If this saving could be applied against the 1953 appropriation, 
we would only need $8,190,500 of the $9,240,500 appropriated and 
obligated for 1953. 

Mr. Taner. Why do you need more for this next year? 

Mr. Warren. We are going to move more people, 140,000. 


NUMBER OF MIGRANTS 


Mr. Taser. How many are you actually moving down to the Ist 
of July of this year? 

Mr. Warren. I think it is somewhere in excess of 30,000 that have 
been moved up to June 30. The movement in the first few months 
which usually is low in the winter is picking up. 
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Mr. Taser. You say you are going to move 120,000—or 3 times as 
many as in the last 6 months? 

Mr. Warren. The movement in June got up to 7,200. We expect 
to hit 10,000, in excess of that, during the summer months immediately 
before us. To the extent that we fail to achieve the 120,000 move- 
ment, our promise to the committee of $9,240,500 will be proportion- 
ately reduced. We will only pay out the total of $9,240,500 if they 
approximate the 120,000 movement. 

Mr. Anpersen. Mr. Warren, actually the total movement in 
calendar 1952 was 77,646? 

Mr. Warren. Yes. That came about because in the middle of 
last year both Canada and Australia suddenly had to reduce their 
movement, their intake. Australia expected to take 150,000 during 
the year 1952, but, because of the drop in wool prices and other 
internal political and economic problems, they cut down their intake 
to 80,000. 

Canada had taken in the preceding year 190,000, and last year 
reduced their intake to 160,000. 

Now they are recovering from those slumps. In the meantime the 
Displaced Persons Act came to an end in this country and we ran into 
a period of slower movement in the fall of 1952, which continued into 
the beginning of 1953. We are now getting out of that slump and 
getting a higher rate of movement. We moved, as I indicated, 
some 7,200 people in June, and we expect to hit 10,000 steadily during 
the immediate months ahead of us during the summer. 


CONTRIBUTIONS BY OTHER COUNTRIES 


Mr. ANDERSEN. Mr. Warren, can you give the committee a state- 
ment showing the actual amount put into this program by other 
countries? 

Mr. Warren. Yes. You will find that here. 

Mr. ANDERSEN. What you give shows the total, but I would like to 
have that broken down for each of the countries. 

Mr. WarrEN. That is what they paid in 1952 

Mr. ANDERSEN. Yes. This simply gives the total put in by other 
governments. 

Mr. WarrEN. Yes. 

Mr. ANDERSEN. I would like to have that broken down. You can 
supply that for the record at this point? 

Mr. WarREN. Yes. 

Mr. ANDERSEN. So that the breakdown would show exactly how 
much each government is contributing to this? 

Mr. Warren. For 1952. 

(The information requested follows:) 
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Intergovernmental Committee for European Migration, contributions of government 


members, 1952 


[United States dollar equivalent/| 


| ] 
Percentage | | 
scale of | Cash con- | 
| tributions | 
to admin- | 
istrative | 


Cash con- 
tributions 
to opera- 
tional ex- 


contribu- 
tions to 
adminis- 


Member governments 





trative ex- | expenses penses 
penses | 
| 
United States ‘ 33.3 $785, 567 | $8, 164, 433 
Australia 6.2 146, 262 | 1,318, 341 
Austria 1.4 33, 027 | 
Belgium 26 | 61, 336 100, 000 
Brazil 4.4 103, 798 241, 005 
Canada 8.4 198, 161! 833, 796 
Chile 1.0 23, 590 
Denmark 1.14 27, 000 
France 8.4 198, 161 
Germany 8.4 198, 161 342, 280 
Greece 14 | 33, 027 12, 333 
Israel 029 7, 000 
Italy 8.4 198, 161 700, 000 
Luxembourg l 2, 359 
Netherlands 2.6 61, 336 2, 220, 707 
Norway 72 | 17, 000 
Paraguay 42 10, 000 
Sweden 2.6 | 61, 3: 
Switzerland 2.6 | 61, 336 94, 057 
Venezuela 1.0 23, 590 
Trieste 26, 660 


Additional assessments | 108, 
DP Commission 2, 864, 254 
United States escapee program 165, 141 
Miscellaneous movements 161, 597 


I 8 


IRO movements 2, 273, 096 
Far East fund 1, 035, O18 
Interest on investments 70, 200 

Total 94.09 | 2,359,060 | 20,622,918 


allowed for 


Credits 


processing | 
and recep- | 

tion ex- | 
penditures | 


$309, 720 
605, 660 


195, 940 
, 060 
26, 480 





2, 105, 180 | 
10, 274 
14, 780 | 


637, 395 


552, 860 


29, 760 


4, 665, 109 


Total con 
tribution 





27, 647, 087 


Intergovernmental Committee for European Migration, contributions of Government 


members, 1953 (esttemated) 


[United States dollar equivalent] 


Percentage 


scale of 
contribu- 


Cash con- 
tributions 


Cash con- 
tributions 





Member governments tions to to admin- to opera- 
adminis- istrative tional ex- 
trative ex expenses penses 

penses 

United States 33.3 $715, 595 | $8, 524, 905 
Argentina 4.75 10}, 983 800, 000 
Australia 6. 69 143, 634 848, 000 
Austria 1. 51 $2, 420 130, 000 
Belgiun 2.80 60, 116 100, 000 
Brazil 4.75 101, 983 690, GOO 
Canada 9. 06 194,518 | 2,992, 000 
Chik 1. 08 23, 188 44, 000 
Costa Rica 14 3. 005 
Denmark 1. 28 26, 408 | 50, 000 | 
France 9. 06 194, 518 | 250, 000 
Germany 9. 06 194, 518 2, 568, 000 
Greece 1. 51 32, 420 158, 984 
Israel 54 11, 594 
Italy 9. 06 194,518 | 2, 400, 000 
Luxem bourg 22 4, 723 
Netherlands 2.80 60, 116 2, 425, 000 
Norway 77 16, 532 | 40, 000 
Paraguay 5 9, 
Sweden 2.80 60, 116 150, 000 
Switzerland 2. 11 45, 301 100, 000 
Venezuela 1. 08 23, 188 $1, 000 
rrieste 282, 500 
Escapee program 656, 500 
Miscellaneous movements 4 218, 100 
Far East fund ts | 700, 000 
New contributions required 1, 755, 030 

Total 104. 80 974, 019 


2, 250, 056 | 25, 


Credits 
allowed for 
processing 
and recep- 

tion ex- | 
penditures 


$400, 000 | 
532, 000 


715, 





000 | 


460, 000 
374, 000 
100, 000 
20, 000 


i] 


, 354, 000 
275, 000 | 
64, 000 

. 200, 000 


to 


533, 500 


50, 000 


| 
| 
| 


8, 531, 400 | 


Total con 
tributions 


$9, 240, 500 
1, 301, 983 
1, 523, 634 

877, 420 
160, 116 

1, 251, 983 

, 560, 518 
167, I8&8 
23, 005 
76, 
444, 518 

5, 116, 518 
456, 


4, 794, f 
4, 5 
3, O18, 616 
66, 53° 
59, 662 
210, 
145, 3 
254, 
540, 500 
656, 5 
24, 
700, 000) 
1, 755, 030 





36, 755, 475 














On 
if 


«4 


9 
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ntergovernmental Committee for European Migration, contributions of Government 
members, 1954 (estimated) 


(United States dollar equivalent] 


Percentage 





scale of Cash con- | Cash cor a redits 
contribu- | tributions | tributions | “owed for | 
Member governments tions to toadmin- | to oper rocessing | Total con 
adminis- istrative | tional ex and recep- tributions 
ee ; — aac pe =iieaee 
penses 
ted States 33.3 $800, 000 | $9, 200, 000 | $10. 000, 000 
rgentina 41.75 114, 000 1, 120, 000 $560, 000 1, 794, 000 
tralia 6.69 160. 560 9R6, OOO 624, 000 1, 770, 560 
Austria 1. 51 | 36, 240 152, 000 836, 000 1, 024, 240 
igiul 2.80 67, 200 100, 000 167, 200 
zil 4.75 114, 000 705, 000 470, 000 | 1, 289, 000 
inada 9. 06 217, 440 3, 712, 000 464, 000 4, 393, 440 
lk 1. 08 25, 920 116, 000 140, 000 | 281. 920 
sta Rica 14 3, 360 20, 000 23, 360 
mark 1. 23 29, 520 50, 000 79, 520 
ce 9. 06 217, 440 250. 000 467, 440 
many | 9. 06 | 217, 440 3, 000, 000 2, 750, 000 5, 967, 441 
ect 1. 51 36, 240 165, 000 313, 500 514, 740 
rael | of 12, 960 | 92, 000 104, 960 
| ¥. 06 217, 440 2, 940, 000 2, 695, 000 | 5, 852, 440 
bourg | 22 5, 280 5, 280 
erlands 2. 80 67,200 | 2, 700, 000 572, 000 3, 329, 200 
rway 77 18, 480 50. 000 68, 480 
iraguay | . 45 | 10, 800 50, 000 60, 800 
weden 2. 80 67, 200 150, 000 217. 200 
vitzerland 2. 11 50, 640 100, 000 150, 640 
nezuela 1. 08 25, 920 210, 000 200, 000 435, 920 
ste 240, 000 220, 000 460, 000 
Esc opee program 700, 000 700, 000 
Miscellaneous movements ’ . 359, 360 75, 640 435, 000 
Far East fund le 
New contributions required | 797, 220 797, 220 
Total 104.80 | 2,515, 280 | 27,802, 580 | 10, 082, 140 40, 400, 000 


CREDIT TO OTHER COUNTRIES FOR MOVEMENT OF MIGRANTS 


Mr. ANDERSEN. Here is something that disturbs me a little. I 
am reading now from your justifications on page IJI—162, near the 
end of the sixth paragraph, which states: 

The costs of processing migrants for movement is borne directly by the emi- 
gration countries and the costs of receiving them by the receiving countries. 

Then it states further: 


The emigration and receiving countries receive credits for these costs as part 
if their contributions to the work of the committee, although such contributions 
will not be paid in cash to the committee. 


Mr. Warren. Yes 

Mr. ANDERSEN. I want a statement in the record that will provide 
a full explanation of just how much credit is given to these various 
countries. In other words, the credits to the various nations for such 
services, with a differentiation between that and the actual cash 
being paid by the various countries into the program, as we do it 
here in this appropriation. 

Mr. WarreEN. Yes. 


(The information requested appears above.) 


CONTINUATION OF PROGRAM 


Mr. AnprERsEN. Mr. Warren, there appears to be justification for 
the belief that perhaps here is a program that will never close up, 
because it has to do with providing an outlet for the surplus populations 
of a good many European countries. 
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In the case of Italy, for instance, since the end of World War II, 
there has been a growth in population of around 5 million. Now, just 
what can we expect in the future, and can we justify such a program 
if it contimues very long in the future? 

Mr. Warren. I would assume that it would be worthwhile in our 
interest to operate this program for at least 3 years in the future. 

Mr. ANDERSEN. You would surmise that 3 years should be the 
limit? 

Mr. Warren. From 3 to 5 years. I do not want to be too cate- 
gorical about it. 

Mr. Anprersen. No; I understand you are simply making a guess. 

Mr. Warren. What we are dealing with is a temporary jump in 
the population of these countries that has been developed as a result 
of the war. We are trying to remove the pressures that have resulted 
from these abnormal developments of the war, in their population 
structure. 

Mr. ANpeRSEN. As you know, Mr. Warren, sometimes it is very 
difficult for the Congress to put a quietus to a lot of these programs 
which, for a certain period, seem to be very worthwhile, but it is your 
opinion that it can be reduced in about 3 years from now; that is, 
you anticipate a very sharp drop in respect to this particular program? 

Mr. WarrEN. Yes. 

Mr. ANDERSEN. That is based on your judgment as you see the 
facts now? 

Mr. WARREN. Yes. 

Mr. Anprersen. Mr. Warren, I read an article some time ago 
relative to this particular program that Australia seemed to me to be 
very willing and was anxious to assimilate additional population. 

Mr. WarREN. They are; yes. 

Mr. Anprrsen. They received quite a shock during World War 
I], when they were menaced in the upper part of their borders, and 
it is nice to know that we have one unsettled country to which effort 
should be made to divert a lot of this excessive population. 

Mr. Warrey. Yes. 

Mr. AnpersEN. And they are very friendly. 

Mr. Warrev. We are exploring to the full, and Australia is taking 
every man that can be employed. 

Mr. AnpE sen. How many, if any, of these migrants are going 
into any portion of Africa? 

Mr. Warrev. Practically none. 

Mr. ANDERSEN. Practically none. 

Mr. Warren. The committee has not developed any outlet in 
Africa as yet. Something might be developed later on, but it does 
not exist at the present time. 

Mr. Anpersen. Thank you, Mr. Warren. Are there any questions 
before we leave this subject, gentlemen? 


IMMIGRANTS TO THE UNITED STATES 


Mr. Davis. Of the immigrants, 12,500 per year proposed to come 
into the United States, people who would qualify otherwise under 
the immigration laws? 

Mr. Warren. That is purely a guess, as to potential immigrants 
under the regulations and laws. T here is nothing in here that reflects 
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any new situation that might develop if new emergency legislation 
were adopted by the Congress. 

Mr. Davis. Are these all hangovers from the Displaced Persons Act? 

Mr. WarrEN. There are some in that, because of the 3—C provision 
of the Displaced Persons Act, still in effect until June 30, 1954. And 
this 12,500 is including some of the 3—C people, but others under the 
regular MeCarran-Walter Act. 

Mr. Frnron. They are asking for aid down in the coal mines in 
the Rhodesia section of Africa, and pursuant to a question I asked 
concerning what the wages paid there are for miners, the answer 
civen to me this morning is that they are paying about $5 to $12.90 
per month for miners. How in the world can they expect to pay 
migrants or anybody to go down there when the British are asking us 
for money to allow them to open the mines? 

Mr. WarreN. The committee has had no call from any government 

1 Africa for migrants. 
Mr. Fenron. I would not imagine they would, at that rate of pay. 
Mr. ANDERSEN. Thank you very much, gentlemen. 


MULTILATERAL TECHNICAL COOPERATION 


Mr. Outy. Mr. Chairman, the next item, multilateral technical 
cooperation appears in your book on page I-57 and I-58; and again 
on pages III—163 and 164. 

Mr. ANDERSEN. Who is going to present this item? 

Mr. Anprews. I will start off, Mr. Chairman. 

Mr. ANDERSEN. Very well. 

Mr. Anprews. Mr. Chairman, this embraces the contribution of 
the United States to the multilateral technical-assistance work of the 
United Nations. Over the years the United States has been paying 
in about 60 percent of the total funds that have been used in the 
United Nations multilateral technical-assistance program. ‘This is 
administered generally by a central group at the United Nations. 
Actually it assists the work of the agencies of the United Nations, 
such as the Food and Agriculture Organization, International Civil 
Aviation Organization, International Labor Organization, United 
Nations Educational, Scientific, and Cultural Organizations, World 
Health Organization, and the normal specialized groups of the 
United Nations. 

You will see on page I-57 a record of the contributions and the 
size of the program since 1952, and 1953, and the estimate proposed 
for 1954. 

SUPPLEMENTAL REQUEST FOR 1954 


Mr. Outy. May I just interrupt to bring another matter to the 
attention of the committee? There is now pending before you in 
addition to the request for the fiscal year 1954 appropriation, a supple- 
mental request for the United Nations technical assistance program 
in the amount of $4,595,000 to cover the amount required to fulfill 
the pledge to the United Nations for the calendar year 1953. So, in 
some figures, you will see a very large jump for 1954. The $17 million 
plus, at the top of page I-57 reflects a combination of the supplemental 
request for calendar year 1953 and the new request to cover our 
contribution in calendar year 1954. 
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Mr. Anpersen. Mr. Ohly, as I recall, the Congress cut that item 
last year; the House cut it, and the Senate refused to restore it, and 
the supplemental that is now before us is virtually a request for the 
restoration of the funds that were cut out by the Congress last year 
Is that correct? 

Mr. Ouxy. It is not a complete restoration. 

Mr. ANDERSEN. Practically so. 

Mr. Outy. Yes, I might say this: The original authorization in 
the bill passed last year covered only the fiscal year 1953, and the 
Senate and the House both in the authorizing legislation—and it 
will be the subject of a conference report today in both Houses 
extended the authorization covering the calendar year 1953, so that 
this supplemental request could be considered. 

I talked to Congressman Taber about this earlier, as to whether 
he wanted the supplemental request considered as a part of these 
hearings, and he was not sure. 

Mr. Anprews. I think at this point, since this thing is a very 
important side of this hearing, that maybe Mr. Ingram, who represents 
the Assistant Secretary for United Nations Affairs, is representing the 
State Department, responsible for policies in this overall situation, 
perhaps had better take the floor here and tell you his side of the 
story. After he has completed, I shall be glad to add anything further 
that the committee desires. 

Mr. ANprERSEN. Very well, gentlemen, we will hear from George 
M. Ingram, Director of the Office of International Administration 
and Conferences. 

SITUATION IN 1953 


Mr. INnecram. Thank you very much, Mr. Chairman. I shall first 
refer briefly to the 1953 situation. 

The $15,708,750 that was authorized by section 10—A of the Mutual 
Security Act of 1952, provided for a contribution of $14,708,750 to 
the multilateral technical cooperation program of the U nited Nations 
and of $1 million to the technical cooperation program of the Organi- 
zation of American States for the calendar year 1953. 

Therefore, when the Congress cut our request down to $9,171,333, 
$1 million of that was reserved for the organization of American States 
progr un and that left $8,171,333 available for contribution to the 
United Nations program. 

In F ebruary of this year the United Nations held its third technica 
assistance conference. That is the conference at which all the govern- 
ments come together and state how much they will pledge and hope 
to be able to pay to the program for the calendar vear 1953. At that 
time the United States representative, who is Ambassador Lodge, 
stated that the United States would make a conditional pledge of an 
amount not to exceed $14,708,750, which was the total authorized 
less the $1 million for the OAS program; and he made it very cleai 
that this was subject to congressional action in the appropriation of 
any amount involved in excess of the $8,171,333 appropriated, and 
that this United States pledge was subject to the fusthes condition that 
it was not to be in excess of 60 percent of the total pledges by all 
governments. By the time the conference concluded, 66 other nations 
had pledged a total of $8,511,430, and at 60 percent of the total pledged 
that would set the amount for the United States at $12,767,145 out 
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The difference between the $8,171,333 and 
812.767.145 is the $4,595,812 which has been referred to as a deficiency : 

The appropriation of this amount, if it should be appropriated, 
would be essential to maintain this program at its present effective 


CONTRIBI 


TIONS BY OTHER COUNTRIES 


\ir. ANDERSEN. What discussion if any was had at that conference 


to which you referred as to the possibility of these other nations 


taking on a larger load so that the United States would not have to 
ontribute 60 percent of the total? 


[ 60 percent t 


I think you mentioned the figure 


Mr. Incram. Yes, sir; 1 did, Mr. Chairman. 
Mir. ANDERSEN. Is there any good reason to hope at all that these 
her nations could at least take care of 60 percent rather than expect- 

the United States to assume three-fifths of the total load? 
Mr. Incram. We have been very anxious to see the other states take 
an increased responsibility. 
Mr. ANDERSEN. Was it urged upon those other nations? 


Mr. INGRAM. 


We have had discussions with other nations, 


particu- 


rly the ones who might contribute more heavily. We have felt that 
this program is so essential to our interests that we should put primary 


nuphasis on getting other governments 


yuld permit the total program to be lat 
Mr. ANDERSEN 


Mr. INGRAM 


\ 


to put up an amount which 
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Do these other nations feel it is ve rv essential? 
They have indicated a very considerable interest in 
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\[r. ANDERSEN. They have not done so in a realist 
however, have they? 


i manner, 


Mr. Incram. Well, I think they have, if you will look at two things 
If you look at the extent to which the countries receiving assistance 
themselves have put in money 
account, because the central account just covers the money paid into 
New York—but when a project is requested by a country 
issistance, that country itself has to put up a very substantial part 
n the form of local supplies, buildings, 
and local services, and so forth 
Will you continue with vour statement? 

Mr. Incram. Could | just mention that those local contributions 
ire as much as $38 million a year by themselves 


of the total cost 


Mr. ANDERSE 


l 
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N. 
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Mr. ANDERSEN. You might insert at this point a tabulation showing 


‘OUNT, 
FOR 


it does not show up 1n 


LOCAL 


col 


NTRY 


CONTRIBUTIONS 
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the central 


to 


recelve 


equipment, 


AND 


what constitutes that $38 million to which you just referred. 
I have the schedule here. 

Mr. ANDERSEN. You do not need to do so how but you may insert 
that statement later on. 


Mr. INGRAM. 


Mr. InGram. Thank you, sir; I appreciate that opportunity. 
Mr. Ouxy. Could you state for the record what the United States 
contribution to this operation would be if one added to this central 


account the local contributions? 
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Mr. Incram. It would be in the nature of 21 or 22 percent. 

Mr. ANprersen. I want it differentiated as I expressed in the other 
question previously relative to the migrant situation. I would like 
these contributions set out and then the credit given, if any, for 
by thos which I suspect, of 
of the $38 million. Is that not right? 

Mr. Incram. These countries that receive assistance contribute to 
the central account and that contribution is shown separate here from 
what they put into projects in their own territories. 

Mr. ANpEerRSEN. All we are asking for is a good table which we can 
read and which is simple enough to understand. 

Mr. Incram. This is the table, sir, which has been distributed to the 
members of the committee. The first column shows the contribu- 
tions and pledges to the central account for 1953. 

Mr. ANDERSEN. We will insert in the record at this point the table 
to which we have referred. 

(The information follows: 


services rendered particular countries, 


course mav be a portion 


techni al assistance Ple dae s lo ce ntral account, 
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Mr. AnprerseN. Mr. Ingram, will you proceed with your state- 
ment? 


REASON FOR SIZE OF UNITED STATES CONTRIBUTION PERCENTAGE 


Mr. Incram. I would like to add one further point, if I may, with 
respect to why it is reasonable for our contribution percentage to be 
as high as it is 

Mr. AnperseN. All right, we would be very much interested 
that point 

Mr. Incram. This is a program of the free world. Although the 
Soviets and Iron-Curtain countries are members of the United Nations, 
they have not contributed to this program, and that is something 
whic i has been very much to our advantage in a political way. The 
Asian nations themselves, who are among the principal beneficiaries 
“4 ae program, are very much aware of this. At a meeting in 
February of this year, India, Pakistan, and the representatives of 
Burma voluntarily answered the Soviet attacks on the United Nations 
program, and the Indian representative in answer to those attacks 
specifically stated that the United Nations technical assistance pro- 
gram was a major contribution to the progress of the Asiatic countries 
and a contribution to their progress in which Iron-Curtain states 
were not in any way participating and were not in any way 
respon sible for. 


POSSIBILITY OF DECREASING UNITED STATES CONTRIBUTIONS 


Mr. ANDERSEN. I have raised this question about the 60-percent- 
contribution angle, because you will recall for several years there have 
been amendments on the floor of the House more or less declaring it as 
a matter of policy that the Government of the United States and the 
people of the United States should not have the responsibility in any 
of these programs to the extent of more than one-third, and I know 
this is a matter of — to the average Member of Congress. ‘There 
has been considerable support of that particular line of feeling. 

I be lic ve it would be well if you gentlemen in your conferences with 

these other nations would take that into consideration and try to 

yush that 60 percent dow 1 

Mr. Ineram. Sir, we are very much interested in doing that, but 
the thing we would ask the Congress to recognize is the difference 
between the regular activities of the central organization of the United 
Nations, from which all members are supposed to benefit collectively, 
and these foreign-aid programs such as this. The U. N. technical 
assistance program is, in our terms, a foreign aid program in which 
particular countries, namely those of. the underdeveloped part of the 
world, are the beneficiaries and where the United States percentage 
of contribution relates somewhat more closely to the 100-percent 
contribution which we make through our very worthwhile bilateral 
efforts. 

At the United Nations back in 1946, when this question of our 
contribution to the United Nations regular budget was under dis- 
cussion, and the late Senator Vandenberg suggested that we go down 
to 33% percent of the regular budget, he made a distinction as between 
our percentage of contribution to the regular budget and the sort of 
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support which we might give to these larger foreign-aid programs 
where we had a particular interest and responsibility. In the case 
of technical assistance, this interest is manifested by our own bilateral 
activities. -As you know, sir, our contribution to the U. N. regular 
budget will be at one-third next year. 

Mr. Anpgrsen. If I recall correctly, you mentioned that there 
were some 66 countries receiving the benefits in some way from this 
program? 

Mr. AnDREws. There are 70 being assisted. 

Mr. ANDERSEN. Is 70 the correct figure? 

Mr. AnDREws. Yes, sir. 

Mr. Inaram. That includes countries and territories. 

Mr. AnprRSEN. Will you continue, Mr. Ingram. 


BASIS FOR ESTIMATE 


Mr. Incram. With respect to the 1954 request, of the $13,750,000 
authorized by section 545 of the Mutual Security Act of 1953 for 
multilateral technical cooperation, $12,750,000 is for the United States 
contribution to the U. N. expanded program for the calendar year 1954 
and $1 million is for the United States contribution to the program 
of the Organization of American States for the calendar year 1954 
This $12,750,000 request is based on the assumption that other govern- 
ments will contribute for 1954 in approximately the same amount as 
for 1953, or about $8,500,000. If the United States contribution is 
at 60 percent, as proposed, this would make the total new funds 
available in the amount of about $21,250,000, which would be the 
same level as 1953 with our supplemental counted in. 

What we would like to be able to do is to pledge this amount of 
$12,750,000 and say that this shall not exceed 60 percent of the total 
pledges to the central account, while recognizing that would mak: 
us at about 22 percent of the overall funds, including local con- 
tributions. 

Mr. ANDERSEN. Would it aid you in your conferences if we were 
to put in restrictions here to the effect that this figure should not b 
more than 50 percent rather than the 60 percent? 

Mr. Incram. Sir, I do not believe it would help us. We would 
like to put it on this basis as suggested and do everything possible 
to get the other countries to raise the total above that $21,280,000 
and to come out at any lower figure by that device. 

Mr. ANDERSEN. So, actually, Mr. Ingram, we are here considering 
today a figure of $13,750,000, throwing out of the window all dis- 
cussion relative to a supplemental which is not before us officially t 

Mr. InaGram. Yes, sir. 


OPERATION OF THE PROGRAM 


Mr. Anprrsen. If you have finished, Mr. Ingram, we would like 
to ask Mr. Andrews what he has to say about the actual operation 
of the program. 

Mr. Anprews. Generally about all I would want to point out 
and the big question I imagine in the mind of the committee is the 
extent that there is competition—is that we duplicate efforts between 
the TCA and the multilateral technical assistance of the United 
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Nations. There have been continuous efforts since the beginning of 
these two programs to see that there is not duplication or that there 
is not what you would call competition. We have, as a whole, in 
trying to administer the bilateral program, stated that’ the United 
States does not want to spend a nickel or send a technician into any 
country where anyone else or any other organization will do it and 
very sharp instructions to that effect have been sent out to my own 
staff, and the multilateral technical assistance people have sent in- 
structions to their staff that there must be coordination in the field 
and in the states to the end that there is no duplication and that 
two men are not sent to do the same thing. That has been fairly 

|, though there has been an instance or two where we have 
had trouble. There is a mechanism in the office of the State De- 
partment and down ia the United Nations to iron out those matters 
and I would say at the present time that is working exceedingly well. 
Only recently, subject of course to future policy of the new admin- 
istration, we began in TCA a program of trying genuinely to sit down 
with the United Nations people, with the Colombo plan people, with 
the Ford Foundation, with the Rockefeller Foundation and the 
countries themselves and work out an attack on the basic problems 
and the basic program within that country and more or less say, 
“All right, the United States can probably do this segment of this 
program better and we will take that and you fellows take this and 
we will all go forward together on a coordinated program.” That 
has worked very successfully in the public-health program, and we 
have started a little in the agricultural program and we hope to start 
it in education. 

In the multilateral program in some 70 countries there are 1,200 
technicians out in those countries, representing about 64 different 
nationalities and there are about 1,500 requests from countries for the 
general type work which is described over here in regard to the agri- 
cultural program. 


SUCCE ssfu 


OBLIGATIONS BY COUNTRIES 


Mr. Incram. I would like to close by simply saying that 67 govern- 
ments have now pledged $21,278,575 to the 1953 program, which 
includes our $12,767,145, assuming the $4,595,812 deficiency is ap- 
propriated. If the committee wants it, I could insert into the record 
the breakdown of the project obligations to show where they will be 
spent. 

Mr. AnperseNn. I think that would be well. We will put that 
table in the record at this point. 

(The table referred to follows: ) 
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nited Nations expanded program of technical assistance Agency obligations by 
country 
United States dollar equival 
} 
Country 
\ n g ‘ 
{ i State 
s 
04 
I rein 
} : 4 RN 
( ) R9 
' ina A S "0 
Hondura 7 OO 
R62 1, 00 600 
ma 164, 679 430, 8 148 
: 8, 87 S 4 
1 190. 817 { ) ) 
( 143, 488 2 s s 42 
laiwan) 4 82 
a s 2e 118 
( ta Rica 44, 821 186, 752 l xO 
Cuba 4.632 4 ) iM) 
prus 6, 523 18, 939 2, 500 
Denmark 7 
Dominican Republi 88, 984 49, 850 
Ecuador ° 102, 938 §26, 490 434, 880 
Egypt 15, 166 349, 583 410, 725 
El Salvador 123, 041 304, 099 190, 225 
Ethiopia 139, 035 237, 873 333, 712 
Federal Republic of Germany 
I land 10, 820 190, 431 47, 050 
France 
French West Africa 13, 600 
Gold Coast 14, 100 
Greece 21, 592 190, 350 
Guatemala ' 35, 247 179, 700 
Haiti 80, 638 r 
Honduras 38, O11 
Hong Kong | 
Iceland : 
India Se 1, 243, 574 
Indonesia 5 817 4 
Iran x 5 | 1,07 2 
lraq 497, 070 
Ireland 
Israel 601, 252 538, 928 
Italy 12, 948 | 44, 000 
Jamaica ; 52, 148 | 71, 337 
Japan 31,750 33, 000 
Jordan 22, 747 99, 619 212, 996 
Kenya 2,030 | 
Korea. 9, 147 53, 923 11,000 
Laos 2 109 | 65. 056 
Lebanon ‘ 94, 423 | 71 | 156, 310 
Leeward Islands 2, 257 
Liberia 87, 802 302, 697 260, 194 
Libya : * | 188, 104 654, 443 691, 581 
Luxemburg 3, 905 5, 759 
Malaya 7, 200 32, 024 51, 500 
Malta. -. 1, 520 | 
Mexico ‘ 129, 604 487, 900 321, 355 
Monaco 
Nepal 200 48, 628 39, 988 
Netherlands 
New Zealand 
Nicaragua . 933 | 34, 700 57, 050 
Nigeria 4,514 
North Borneo. . 31, 351 31, 818 
Norway ‘ 
Nyasaland 4, 350 
Pacific Islands (United States) 2, 257 
Pakistan 268, 312 1, 041, 57 1, 081, 574 
Panama... 4,611 62, 030 128, 416 


Paraguay - -- ; ; a 55, 147 228, 961 331, 742 
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United Nations expanded program of technical assistance—Agency obligations by 
country—Continued 


United States dollar equivalents] 


Project costs 


Connt 
1950-51 or 1 1953 (esti- 
(actual 1952 (actual) mated) 

I 62, 688 165, 843 236, 54( 

} ppi 63, 080 363, 394 314, 015 

Portugal 2, 972 6,415 ome 

Puerto Rico (United State ‘ 4,514 2, 200 

St. Lucia 890 228 

Samoa (United Sta 2, 257 

Sarawak 1,179 42. 630 23, 400 

Saudi Arabia 56, 260 160, 072 218, 354 

Sir g ypor 2, 763 14, 083 61, 500 

Somal 29, G5 74, 832 59, 35 

Southe t i 4,514 

S 18, 802 15, 85 

Si 4,514 

Su 5, 136 

Swed 

Syria 108, 754 284, 705 417, 875 

Thaila 262, 876 608, 021 498, 62 

ry ‘ 11, 542 7, 150 

I 4, 767 

lurk 61, 38 277, 513 441, 398 

I | j 

I 

Ur 22, 971 76, 5X 

V ene 14 4,047 32, 700 

Viet 0, 542 227 33, 700 

Vir I s é S é 4,514 

y 3, 457 19, 165 

Yu : 49.374 1, 053, 687 930, O85 

116, GSO 

4 ), 0 910, 7 1, 180, 492 

Asia a I East 80, 781 881, 402 636, 457 

Kur 4,176 192, 000 

M 66. 478 65, 40 508, 574 

I mm (Ve 1 299 

( : Amer 

Other pr { t 5, 709 171, 310 31, 618 

U.N. I A | 22), 5 

WHOUu ted 134, 130 
} { 8.8 19, 884, O4 


CONTRIBUTIONS FROM DEVELOPED COUNTRIES 


Mr. Anprersen. Mr. Andrews, let me call to your attention title 
111, page 163 and I read as follows: 








Be e of the special nature of this program, it was evident that a larger 
propor 1 of ce ‘ wi 1 ha to com from | alled de lonped 
count than i ie in the financing of the re lar budget of the international 
oT i 


Now, why should it be evident that the countries receiving the 
direct benefits should not pay and those which do not receive these 
benefits should foot all of the bill? 

Mr. Anprews. It has been generally assumed that the stronger 
nations, the United States, Great Britain, France, Canada, Australia, 
and some of the more advanced nations are first able to pay and 
second they do not need the technical aid and they are imparting 
technical aid. Most of the countries we are dealing with in the 
underdeveloped areas simply do not have very much to contribute 


and it is my opinion that unless this load can be pretty well carried 


Ol 


41K 
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by the stronger countries like the United States, England, France, 
Canada, Australia, and possibly I would say in the future if they 
become parts of the United Nations, Japan, and Western Germany; 
and they are going to have to carry the main burden of this load 
over the long period, because most of the countries simply do not 
have the money nor the resources to do it. India is sending out 
technicians to other countries almost to the same extent that she is 
bringing them in from the United Nations, but you have asked a 
very pertinent question and one that comes up every time. 1 would 
say that I think the time is coming pretty soon now when the United 
States ought to sit down and decide whether it is going to continue 
its bilateral program in the relatively large way we have been, or 
whether we maybe ought to taper off. That is, taper off our bilateral 
program and move more toward the United Nations. That is a 
high policy matter which I cannot answer, but | think we ought to 
face up to that thing. 


OVERLAPPING OF TECHNICAL ASSISTANCE PROGRAMS 


Mr. ANDERSEN. I want to go into another question, and | think 
perhaps Mr. Ohly ought to take this under consideration and try to 
answer it. 

Taking the bill as a whole, gentlemen, we have four types of tech- 
nical assistance. We have first technical assistance under the Mutual 
Defense Financing, chapter 3; we are considering bilateral technical 
assistance, chapter 4, and right here we are considering multilateral 
technical assistance, and fourth we have the regular U. N. programs 
to which we contribute support through the State Department 
appropriations. 

Mr. Ohly, without spending too much time on it, can you give the 
subcommittee some idea as to possible duplication in these programs, 
and let me further ask this question before you start: Is the United 
States giving technical assistance under the bilateral TCA programs 
to some of these same countries which receive technical assistance 
through the United Nations program? 

Mr. ANprews. Certainly. 

Mr. AnpEeRSEN. Let us have a little further enlightening on that 
whole question. 

Mr. Outy. Mr. Chairman, you have mentioned four categories, the 
fourth of which I think I can dispose of rather quickly because it 
constitutes solely our contributions to the central administration 
expenses, and I do not believe there are any figures covered in this 
appropriation relating to that contribution. 

Mr. AnpEeRsSEN. Off the record. 

(Discussion off the record.) 

Mr. Ouny. Mr. Chairman, the first category which you mentioned, 
namely, technical assistance proposed under chapter II and entitled 
“Mutual Defense Financing,” is directed toward Western Europe; 
and, though there may be minor exceptions, it is exclusively used m 
Western Europe for the purpose of increasing general productivity 
in industry and agriculture. 

The second and third segments, or the second and third com- 
ponents which you mentioned, namely, bilateral technical assistance 
proposed under chapter IV and multilateral technical assistance pro- 
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posed under chapter V, relate exclusively in the case of the first, and 
primarily and preponderantly in the case of the second, to the tech- 
nical assistance furnished to the underdeveloped areas of the world 
and not to Europe. That is true, I believe, and Mr. Ingram can put 
the facts and figures in the record; a few of the technical assistance 
activities of the United Nations do take place in certain European 
countries, but that is not true in the case of bilateral technical assist- 
ance programs. 

The possibilities of duplication, to the extent that they exist, are 
between the two spnmearien which I have just discussed—the bilateral 
technical assistance and the multilateral technical assistance—and it 
is true that in virtually all the countries in which we have a bilateral 
technical assistance program, there is also a multilateral technical 
assistance program. As Mr. Andrews testified, every effort is made 
to integrate the programs of the two organizations in such a way 
that they comp a ‘ment one another and do not duplicate one another. 
There have been cases in the past where mistakes have been made 
and there has een duplication. There will be cases of that kind in 
the future undoubtedly. But to the extent that it is humanly pos- 
sible, the program which we operate bilaterally supplements, comple- 
ments, and is integrated with, the multilateral program. 

Mr. AnperseN. But still you have separate staffs in the same 
country doing work on these last two items; do you not? 

Mr. Onty. I think you will find in the case of multilateral technical 
assistance programs that the country staff consists primarily of 
technicians—technicians who are actually doing a technical job in 
the field—and that there is virtually no overhead administrative 
multilateral staff in these countries. 

Mr. AnpersEN. I think you have testified as to that before, that 
you have scarcely any personnel in administration except those who 
are here in Washington working on the multilateral program; is that 
it? It is mainly a grant affair? 

Mr. Incram. It is primarily an administrative staff. We have to 
have some staff in the U. N. headquarters in New York and at the 
headquarters of the participating agencies. 

Mr. Ouxy. I think, sir, that that concludes in broad outline my 
answer to your question. I would be glad to develop it further or 
ask these other gentlemen to develop it further. 

Mr. ANDERSEN. Thank you. 


CONTRIBUTIONS TO WORLD HEALTH ORGANIZATION 


Mr. Fenton. This figure of $4,264,000 is our contribution to the 
United Nations World Health Organization, is it not? 

Mr. Anprews. Yes, sir, and then it is apportioned out by the 
United Nations. We contribute to the United Nations—or the 
Technical Assistance Board of the United Nations—and the Tech- 
nical Assistance Board allocates these funds to the various specialized 
agencies. In this particular case thev have allocated four million 
and some few thousand allots to the World Health Organization to 
carry on technical assistance tvpe of work. 

Mr. Incram. That figure which you cited is the allocation from the 
total funds—not just from the amount that the United States con- 
tributes. That comes within the $21 million. 
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Mr. Anprews. Some of that is soft currency and some of it dollars, 
and so forth. 


ADVANTAGES OF BILATERAL TECHNICAL AID PROGRAM 
OVER MULTILATERAL PROGRAM 


Mr. Corron. You mentioned the likelihood that in the reasonably 
near future there should be some determination made of policy as to 
whether the United States should continue its bilateral technical aid 
or confine its activities to the multilateral program. There are 
some advantages to our bilateral policy which we would sacrifice 
if we discontinued it, are there not? 

Mr. ANprews. Absolutely. 

Mr. Corron. In other words, we have control of where we put our 
money and how it is spent and we can form our own judgment as to 
whether the country is deserving, appreciative, and cooperative’ 

Mr. Anprews. That is right. 

Mr. Corron. And there is also perhaps, is there not, the more or 
less selfish consideration that when we undertake to guide and assist 
a en pets and bilaterally, it is clear that we are doing it 
whereas if it was done through the United Nations organization, it is 
not er AVS ¢ cle ‘ar to the country the portion of the burden that we are 
carrying, and to that extent we do not have the advantage of the good 
will which might otherwise be created? 

Mr. Anprews. Yes, sir. I might say, sir, that I should have 
prefaced my remark of a moment ago with the statement that I was 
expressing a personal opinion only, and if there is any excuse for me 
making that statement it is this: This again is a personal opinion, 
but I think if the United States does not continue to give from 50 to 
60 or 70 percent of the total multilateral money, the chances are very 
good that you will not have a multilateral technical assistance pro- 
cram. I think if we were to cut it down to 33% percent this year, 
the vers size of the overhead, the very magnitu de of the operation, 
and the machinery which you have to have to administer a relative ly 
small amount of money, would really drag you down. I think that 
perhaps I should not have even said what I did about facing up to it, 
but I do believe we ought to look at it pretty care fully. 


CONTRIBUTIONS FROM SOVIET-DOMINATED COUNTRIES 


Mr. Corron. I notice in this list here that Yugoslavia is listed as 
one of the contributing countries. 

Mr. Anprews. That is right. 

Mr. Corron. There are no other of the so-called Communist 
countries that contribute to this program? 

Mr. Anprews. That is the only one. I might say also, with 
respect to World Health and the other organizations, practically 
all of the Iron-Curtain countries that joined have fallen out or have 
failed to make their contribution to the specialized agencies. 


DISTINCTION BETWEEN FUNDS REQUESTED AND FUNDS APPROPRIATED 
) THE STATE DEPARTMENT 


Mr. Davis. Is it true, Mr. Andrews, that the distinction between 
these contributions made directly through the State Department 
and the contributions which appear in these justifications, that in 
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the first case they are for administrative expenses and in the second 
case they are for oper: can alexpenses? Is that the differential? 

Mr. Incram. May I answer that? 

Mr. Davis. Surely. 

Mr. InGram. These contributions are not made to the State 
Department, but to the U. N. m New York to its special technical 
assistance account, and the distinction is not between administrative 
and operational. What we have in this first column there are the 
moneys going to this central account from which the country making 
the contribution can receive no benefit. That is what they put into 
the central kitty in order to help other countries and that money is 
used to finance fellowships, to finance experts in the field and to 
finance the administrative expenses of the United Nations itself 
in carrying out this program. 

The next main column headed “Estimated Local Contributions 
yy Assisted Government” shows the contributions which never go into 
the central account. Those contributions are made in the form of 
local currency expenditures in the country receiving assistance in the 
form of local services, local supplies and local equipment. That is the 
distinction between the two. 

Mr. Davis. I do not believe that is quite the answer to my question. 
Perhaps my question was not very clear or something went astray 
here. I do not think we are talking about the same thing. 

I have before me the committee report in the State Department 
appropriation bill for this year which shows just for instance $2,845,900 
for UNESCO and then I look over here and on page 1-58 of these 
justifications, I find there an estimated total of $2,708,000 for 
UNESCO of which we are paying 60 percent. Where is the difference 
between those two? 

_Mr. Incram. My mistake, sir. The difference is, the first figure you 
cited which was in the re port on the State Department bill and that is 
the United States contribution to the regular continuing-program of 
the organization. It covers the items of expenditures of the regular 
program under the organization’s constitution which continue from 
year to year and our contribution to that is on an assessment basis. 
In other words, when we joined the organization we said we would 
agree to pay and share the costs of the organization. 

Now, this multilateral technical cooperation program grew out of 
some things that were being done on a very partial basis in the 
regular budget and are continued to be done under the regular budget. 
In the case of UNESCO, they have to devote most of their regular 
budget to seminar activities, to conferences on educational methods, 
to activities relating to the general dissemination of knowledge of the 
arts and sciences, and so forth—to activities in which all member 
governments have an interest in participating. Through the experi- 
mental utilization of a smaller proportion of the regular budget, it 
was discovered that UNESCO had an opportunity to do something 
very important in the field of fundamental education. That is, to 
draw on the technical resources of the countries that have developed 
a technique for teaching illiterate or nearly literate people, and to 
use that knowledge to cut down illiteracy in the underdeveloped 
countries. The educational experts tell me that one problem in 
combating illiteracy is that the educational materials which are 
generally available are not such as to carry the man along the road 
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to the point where he can really use his literacy to his advantage. 

they have developed a very modest teacher-training institution in 
aa ‘rdeveloped countries to show them how to teach people who have 
gained literacy how to use it and improve their agricultural methods, 
sanitation methods, and so on. That is what we are dealing with 
now is this expanded program of technical assistance which has grown 
out of the activities financed in that regular budget. 

Mr. Davis. Are these carried in specific separate funds? 

Mr. Ineram. Yes, sir. This multilateral program is administered 
from the United Nations headquarters in New York and is under the 
Technical Assistance Board and regulations laid down by the Eco- 
nomic and Social Council of the United Nations. 

Mr. Fenton. May I ask a question along the same line as Mr. 
Davis was asking? The State Department contribution to the World 
Health Organization was about $2 million? 

Mr. InGram. Yes, sir; nearly $3 million. 

Mr. Fenron. Does this figure of $4,264,000 include that? 

Mr. Incram. No, sir; that is in addition to that and is completely 
separate. 

OVERLAPPING OF PROGRAMS IN LATIN AMERICA 


Mr. Davis. I have one further question along’ the same line. | 
am having a pretty difficult time trying to figure out how these things 
are handled separately. On page I-58 appears a list showing that 
there is to be about $5 million—close to $6 million—for the mutual 
technical assistance cooperation program in Latin America, and then 
it shows another separate $1 million for practically the same thing at 
least by turning over to page I1I-164. In reading that 1 cannot see 
any difference between the programs there. 

Mr. Incram. The first one is the bilateral program. 

Mr. ANprews. The first relates to the straight American bilateral 
program. The other is, of course, this $1 million which the United 
States has been contributing to the Organization of American States. 

Mr. Davis. No, I have not referred to the bilateral program. 

Mr. Incram. I mentioned that $1 million of our request was for a 
contribution to the Organization of American States. 

Mr. Davis. And that is explained on page I1I]—-161? 

Mr. Incram. That is right. The Organization of American States 
is an organization which is, as you know, completely independent 
of the United Nations. The 21 American Republics compose the 
OAS membership and they are in the United Nations also as mem- 
ber states. The Organization of American States itself has a small 
technical-cooperation program consisting of 11 regional training 
projects where they use the facilities now available in Latin America, 
which heretofore were used exclusively for the training of people 
from one country, and they have brought in support money to 
enlarge the facilities and staff and permit those facilities to be used 
for the Latin-American countries as a whole. It is still in the field 
of technical assistance. The Latin-American countries also receive 
benefits from the U. N. technical-assistance program itself. They 
are administered separately. The Organization of American States 

technical-assistance program is administered by the Council of the 
Organization of American States with its headquarte rs here in Wash- 
ington. There is a very great degree of cooperation and coordination 
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between the U. N. technical-assistance-program activities in the 
Latin-American countries and the OAS program wherever you have 
the OAS program operating. 

Mr. Davis. Specifically, I notice one of the projects for Latin 
America is going to be in child welfare, and you turn over to the next 
page and you find this whole child-welfare program of the United 
Nations. 

Is there someone who can tell us specifically the difference between 
the child-welfare program in Latin Anerica under the Organization of 
American States and that of the United Nations and what it is going 
to be? 

Incram. I think I can tell you, generally. There has been 
for some time within the group of organizations which are now known 
as the Organization of American States, the American International 
Institute for the Protection of Childhood. It has, over a period of 
years, done some very valuable work in promoting within the countries 
of South America a concern about the welfare of their children and 
the improvement of health programs directed at child diseases. They 
are now undertaking, under this OAS program, in Montevideo what 
they call workshops on child services, where they bring in trainees 
from several countries to attend these seminars and at the end of 
each training period, teams of technicians go out to the member 
countries for the purpose of organizing similar groups for the staffing 
of institutions interested in the protection of children and mothers. 
One of these was completed in August 1952 with trainees from Chile, 
Columbia, Cuba, and so on. This is a very modest training program, 
built on existing facilities. This type of activity is very closely 
coordinated, as I say, with any activities undertaken by the United 
Nations either through the Childrens’ Fund or its technical-assistance 
program in these same Latin American countries. I venture to say 
and I think Dr. Elliot might support me on this, if either the U. N. 
program itself or our own bilateral program attempted to do precisely 
what is done here, you would lose the advantage of having, as a going 
institution, this American International Institution for the Protection 
of Childhood, as a focal point for the activitites. 

It think it should be recognized that we are dealing with broad 
fields of activities such as health, agricultural development, and so on. 
There are activities carried on by the technical-cooperation program 
of the Organization of American States, the U. N. technical-assistance 
program, and our own bilateral programs, and we have relied very 
heavily and successfully on coordination at the outset in the planning 
stave and then in the operation of the program to see that there is 
no duplication or overlapping. 

Mr. Davis. It must keep an awful lot of people busy assuring that 
there is no duplication and it must succeed in getting the people in 
the Latin American countries confused as to which of the four 
programs they are dealing with. 

Mr. Incram. I do not think it gets them so confused. Let us take 
the Organization of American States program, the Latin American 
countries have a real feeling toward that. They are members of the 
Organization of American States and they know what it is doing. 
They have the same sense of interest in the U. N. program and they 
are interested in that. There is a problem of coordination and we 
would be the first ones to admit it and close attention has to be given 
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to it, but I think Dr. Andrews will support me in this: One of the 
most encouraging things of the last year is the extent to which these 
programs have inc reasingly been brought together, and the proposi- 
tion of duplicating requests being made to the individual bodies has 
declined, and they are not trying to get the same thing from different 
sources. 

Mr. Outy. Could I interject there a supplement to what Mr. 
Ingram has said? ‘There may be a certain amount of duplic ation, but 
we do our best to avoid it. There is a tremendous importance in 
supporting these multilateral programs because through them we have 
the opportunity of drawing these other countries into the operation 
and bringing their resources into it, small as they may be; and through 
such an approach, likewise, we hope eventu: ully the direction will be 
toward reducing the bilateral program so that our contribution may 
be reduced and the host government may put something in. 


CONTRIBUTIONS OF LOCAL GOVERNMENTS 
INDIA 


Mr. Forp. Along that same line, Mr. Ohly, this sheet that they 
presented for the multilateral program indicates that in India the 
contribution to the multilateral program was $275,000 to the cen- 
tral account, which is 1.29 percent of the overall. Now, the estimated 
local contribution by the assisted government is $4,606,805. 

We have a similar program under our bilateral policy. I do not 
recall the amount we are contemplating for India, but it is rather 
substantial. 

Mr. Anprews. In the case of our technical assistance, it is about 
$30 million, and then economic aid is to the tune of about $74 million. 

Mr. Forp. In the case of India, under our bilateral program, what, 
if anything, is the local contribution? 

Mr. Anprews. The bilateral program starts with 50-50. They 
put in dollar for dollar of the original fund. Then they increase 
their contributions to some projects. For instance, in the case of 
the community development program, it is primarily all local cost. 
India is putting eight times as much money into that as we are. In 
other words, we are putting about $8 million and they are putting 
about $70 million into that particular project. 

In some of the other projects, they are not putting in as much as 
we are; in others they are putting in many times what we are. At 
the present time, India is putting up in this specific technical assistance 
program about three times what we are. 

Mr. Forp. You are referring specifically to the bilateral program? 

Mr. Anprews. The bilateral program; yes, sir. 

Mr. Forp. Is the India illustration typical? In other words, do I 
infer properly from that that in the case of the bilateral programs the 
local government contributes far more than we do? 

Mr. Anprews. It is a different tye of program. In the case of the 
multilateral program, it is primarily of an advisory nature. Experts 
go in and work with the ministries. The local government supplies 
the transportation, housing, and things of that sort. In our programs, 
you see, we have put in the technicians plus a little money, and the 
advantage of this money is that it is a challenge to the government to 
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put money in by them. In other words, the United Nations as a 
general rule has no money of its own but we can say “All right. This 
is a good program. It is going to take $5 million to carry out. We 
will kick in $200,000 or $1 million. Now, you kick in the rest.” 
If there is a weakness in the multilateral program, I think it is that 
they do not have that leverage which we have in our case, where we 
back up our technicians with a litthe money and you can challenge 
them to come along and really do the job. It is quite a leverage. 
They say “If your government thinks this is important enough for 
them to kick in on this thing, certainly we ought to get busy.”’ As a 
general rule, the contribution after the initiation of those programs 
is worthwhile. 

Mr. Forp. Then is it proper to infer that under your bilateral pro- 
grams you get greater local contributions than you do under the 
multilateral programs? 

Mr. Anprews. As a general rule. 

Mr. Outy. I think that is correct. I was addressing myself to the 
fact that under this multilateral program we are able to draw the 
resources of such countries as the United Kingdom, Australia, Canada, 
and so forth, into the picture. And it is true that the technique of 
the multilateral program would be to build up and make it possible 
for us to phase out the bilateral program. 

[ was not addressing myself to the percentage of the local contri- 
bution but the activity. 

Mr. Anprews. That is right. 


COLOMBIA 


Mr. Foro. For illustration, in Latin America, take Colombia. In 
the sheets we have before us, the contributions and pledges to the 
central organization under the multilateral program total $100,000, 
which is 0.47 percent. The estimated local contribution by the 
assisted government is $1,410,781. Can you give us offhand what 
the bilateral program would be? 

Mr. Anprews. The bilateral is not that high a percentage in this 
case. 

Mr. InGram. This $100,000 you cited is what Colombia put into 
the central account for the benefit of other governments. 

Mr. Forp. Surely 

Mr. Ingram. But on the right-hand side you will find $222,400 as 
the estimated value of what went into Colombia from the central 
account, and it was that $222,000 with respect to which they put in 
their $1,410,000. 

Mr. Forp. In other words, Colombia is getting back about 100 
percent of their own investment? 

Mr. [nGram. Yes, sir. 

Mr. Anprews. If you want the Colombia figures, we are not as 
favorable as the United Nations in this particular case. The United 
States program cost for Colombia in 1954 is estimated at $1,707,300, 
but the Colombians will contribute $3,583,200. Of éourse, that is not 
estimated for services. That would really be in centavos in the case 
of Colombia. 

Mr. Forp. In other words, Colombia is putting up $3 million in 
money? 
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Mr. ANpDReEws. $3,582,200. 

Mr. Forp. Now, is Colombia a member of the Organization of 
American States? 

{r. ANDREWS. Yes, sir. 

Mr. Forp. What is the picture of the program for that organization 
30 far as Colombia is concerned? 

Mr. Ingram. Colombia has pledged for the calendar vear 1953, 
$39494. Itis about the fourth largest contributor. So it contributes 
to that program as well. 

I do not have the calculation here of the direct. benefits that they 
cet, because that would take the form of Colombian students going 
to the various training centers. I will try to get that 

Mr. Forpb. What would Colombia contribute for an\ projes ts that 
would go into Colombia, or is that in a different category? 

Mr. Incram. That is in a different kind of category, because in 
Latin America the Organization of American States is dealing strictly 
with regionwide tramme centers. They do net have direct country 
assistance. 

Mr. Forp. They do not have a project in Colombia? 

Mr. Incram. No; they do not take that as a Colombian assisted 
project. 


i . . 
Discussion off the record 
CONTROL OVER FUNDS EXPENDED 


Mr. Gary. In our experience with UNRRA, we had the difficulty 
that UNRRA simply turned the money that was contributed over to 
the governments of the various countries and they spent it without 
any direction at all, with the result that charges were made that 
money intended for aid to the people of Yugoslavia was used to feed 
the Yugoslav Army and that the contributions to the various countries 
were diverted from the purposes for which they were contributed 
Does that situation prevail here? 

Mr. ANprews. Not as much, primarily because the amount of 
funds is so small and the multilateral technical assistance is our use of 
the people that go out. They have no funds to contribute to the 
country. Once in a while they can make a small contribution of 
equipment. In the case of the health program, it may be a microscope. 
But they send people to this country, and very little material or money 

Mr. Gary. Does the United Nations organization turn money 
contributions over to the countries to spend themselves? 

Mr. Anprews. No; it does not at all. 

Mr. Inacram. It is not a grant program at all. 

Mr. Gary. Does the United Nations organization retain control 
over the spending of the money and its use? 

Mr. Anprews. The technicians and the money, both. 

Mr. Incram. It does. It enters into a formal agreement with the 
country and says “In consideration of the fact that vou are going 
to do this and this and this, we will send in these experts to assist, 
equipment, and so forth,’’ which is always under the control of the 
U. N. organization. They pay the salaries of the men and buy the 
equipment and send it in; they do not turn over a check to the country. 

Mr. Gary. That is all. 


85928—53———36 
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Mr. Cannon. Mr. Chairman, I would like to revert just for a 
minute, off the record, to this meeting of the National Bankers 
Association recently. 

Discussion off the record.) 


Ocean FREIGHT 
Mr. Taser. We will take up ocean freight. This is under chapter 
5 at pages I-60 and 111-166. You are asking for $1,825,000? 

Mr. Rinauanp. Yes, sir. 

Mr. Taper. In 1953 you had $2,191,000? 

Mr. RinGuanp. Yes, sir. 

Mr. Taper. Please tell us what there is to this, 

Mr. Rineianp. I have a very brief statement. May I read it? 

Mr. Taser, Go ahead. 

Mr. Rineuanp. The Department of Agriculture on May 4, 1953 
made available to the voluntary agencies registered with the Depart- 
ment of State (MSA since July 1) 45,000 short tons of surplus powdered 
milk. This is enough to give 5 million children a dailv glass of milk 
for a school year of 9 months. The Department of Agriculture has 
just advised these agencies that an additional substantial tonnage of 
milk, as well as butter, will soon be available for further overseas 
consumption through voluntary channels. 

The estimate of $1,825,000 now before this committee is to partially 
reimburse the eligible voluntary agencies for the transport of two 
classes of supplies—the surplus dairy products made available by 
the Department of Agriculture and the food, clothing, medicines, 
and hospital equipment made available by the contributions of the 
general public. 

$1,100,000 will be obligated to reimburse the agencies against 
ocean bills of lading for the shipment before October of 23,700 short 
tons of milk to European countries, mostly for refugees, and to 
Asian countries for the needy and destitute. Some 8,165 tons were 
shipped in June, the ocean freight paid from fiscal year 1953 funds. 

The remainder of the 13,135 tons of the surplus milk will be shipped 
at the expense of the agencies to countries not covered by Mutual 
Security Act authority for reimbursement, or, in the case of Korea, 
by the Army or UNKRA. 

The balance of $725,000 of the estimated $1,825,000 for fiscal year 
1954 will be obligated to reimburse the agencies for the ocean freight 
charges on the supplies contributed by the general public for shipment 
to eligible countries. 

In fiscal year 1953 the reimbursement of ocean freight charges on 
this class of supplies exceeded $1 million; that is, exclusive of the 
freight charges for the surplus milk provided by Agriculture and that 
has been the minimum cost over the past 5 years. 

With the demand for help for refugees in Western Europe and 
the undernourished peoples of Asia, it may be doubted if the $725,000 
will be sufficient to move the supplies contributed by the general 
public. 

It should be understood that the voluntary agencies must pay 
from their own resources for all of the expenses in moving both classes 
of nongovernmental and governmental supplies from the points of 
origin to United States seaports. From these ports to the ports of 
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ntry in the country eligible under Mutual Security Act authority 
the United States has reimbursed the eligible agencies on presentation 


of ocean bills of lading. And, at the ports of entry, the participating 
covernments admit the supplies duty free and defray the port charges 


and the transportation costs to the interior points of consumption. 

all cases, by agreement, American citizens representative of the 
agencies supervise the distribution of the supplies. Under these 
arrangements some 225,000 tons of relief supplies, including 65,000 
tons of surplus dairy products, have been shipped to European coun- 
tries and to India. It is apparent that the estimated sum of $1,825,000 
to pay the ocean freight subsidy for the fiscal year 1954 is @ minimum 
to meet the program ahead. 

Moreover, the agencies cannot take any amounts of surplus food 
from Agriculture substantially above the present allocation unless 
they cut down the movement of supplies contributed by the general 
public. This is not advisable and is not contemplated. It is desirable 
to move the milk for obvious reasons. It is also desirable for the 
voluntary agencies to maintain the continuity of their programs from 
the contributions of the public for the voluntary operations abroad 
express the direct donations of people to people. 

It is desirable to have available the unobligated balance of $244,834 
for the agencies to accept the additional surplus dairy products for 
voluntary distribution which the Department of Agriculture wishes 
to make available. These additional funds will only allow the ship- 
ment of a small amount of the total surplus food available. Such 
high protein foods for vulnerable groups, such as children, admirably 
supplement the provisions of primary foods, such as bread grains, 
under a general rationing system. An example is Pakistan where 
negotiations are now under way to allocate surplus milk for school 
feeding to supplement the grant of wheat. 


EXPENDITURES 


Mr. Taner. Now, you had $2,191,000 for the last fiseal year 
How much did you actually spend? 

Mr. Rinatann. We actually spent about $1,380,000 as an obligation 
against the fiscal year 1953 allocation of $1,386,000 for ocean freight 
shipments by voluntary relief agencies. In other words, it wiped out 
the carryover in that respect, because it was unknown how much milk 
could be shipped during June, and the agencies, since this table was 
made up, were able to ship about 8,000 tons. So the balance is about 
$245,000 instead of $396,000. And that $245,000 represents the 
results of a study in saving on parcel-post subsidies which were 
terminated last March in all countries after investigation. 

Mr. Taser. It was practically $1.4 million that you spent last 
year? 

Mr. Rineianp. It was just about that for the voluntary supplies. 

Mr. Taser. Why would not that do you for next year? 

Mr. Rinenanp. Well, sir, because we have this allocation of milk 
from Agriculture of which only 8,000 tons was shipped in June, 
leaving about 23,000 tons still to be shipped. 

Mr. Taner. How does it go; does it go in an enormous number of 
shipments or just a few? It seems like you ought to be able to 
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handle that with a rather moderate charge in bulk shipments, because 
that stuff does not spoil. 

Mr. Rineianp. This must be shipped before October. Agriculture 
informs us it will maintain its wholesomeness for about 9 months from 
the time of the availability, which is in May, but the movement should 
be before October because of its being part of the program 

Mr. Taser. How much of a movement would it be? You could 
ship 4,000 or 5,000 tons in a boat; could you not? 

Mr. RinGuann. We could, some of it, and the greater part has been 
going out of lake ports where the vessels have small cargoes. The only 
direct shipments are to the North Sea ports, but some of these sup- 
plies are going into the Mediterranean countries and some to the 
Middle East— Pakistan and India—and some to Korea and the Pacific 
areas. They will go out of Atlantic ports and gulf ports. 

Mr. Taner. You would ship quite considerable of it on a boat; 
would you not? 

Mr. Ringuanp. Sometimes the agencies get together and put their 
allocations together so that they can move them in one cargo. 


AGENCIES SUPPLYING VOLUNTARY SUPPLIES 


Mr. Taser. Are they all agencies that are under Mutual Security? 

Mr. Rineianp. There are about 21 agencies that have been provid- 
ing these voluntary supplies since VE-Day and that have been using 
the cabhiine foods of the Department of Agriculture. There are about 
60 in all that are maintaining programs worldwide. 

Mr. Taser. Are these a group of agencies that are gathered together 
under the American Council of Voluntary Agencies for Foreign 
Service? 

Mr. Rineuanp. Yes, sir. They have a federation in New York 
that acts as a clearinghouse and collaborates with the Department. 
They are all registered with us, and they have to provide a public 
audit of their accounts and current and quarterly reports of their 
income and outgo, and they are under regulation, when they use these 
supplies, to see that there is appropriate American representation. 

Mr. Taner. These organizations are undoubtedly in the United 
States, | suppose. 

Mr. RinGuanp. Yes, sit 


DESTINATION OF SUPPLIES 


Mr. Tanger. And the dried milk and the other things go where? 

Mr. Rincianp. This shipment of the 8,000 tons and those projected 
ahead will go to Berlin to help support the refugees that are coming in 
and the refugees already in Western Europe, and in the eastern 
countries—that is, in the Near East—in the Arab States, in Israel, 
Pakistan, and India—and Korea will take a very large amount, some 
6.000 tons. 

Mr. Taser. Did you send any to Korea in the last fiscal yes 

Mr. Rinewanp. Yes, sir. This last shipment is a small one, a 
there will be a larger one. I suppose it will go forward sometime 
between now and September. 

Mr. Taser. How much a ton do they charge you for shipping this 
stuff? 
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Mr. Rinauanp. To use a geographic average, it works out about 
$45 a ton. It varies since some shipments are from lake ports and 
others from gulf and Atlantic ports. I would say the outside charge 
would be about $57 a ton and the cheaper one about $37. 

Mr. Taser. How many tons did you say? 

Mr. RinGtanp. The amount for the immediate program ahead is 
93.700 tons. 

| would like to bring out, if I may, there will be a considerable 
tonnage for which the agencies will have to finance the ocean freight 
themselves, because it goes to countries which are not eligible under 
section 535 of the Mutual Security Act. 

Ir. ANDERSEN. Mr. Ringland, if the proposal as put forth the 
other day by the President to put $15 million worth of our foods into 
Kast Germany should materialize, would that be brought into being 
through the agencies that were mentioned? 

Mr. Rina@uanp. It could only be on a voluntary basis and at 
Agency expense, because the present legislative authority would not 
seem to permit reimbursement of the ocean-freight charges to Ger- 
many if the supplies went into the Eastern Zone. 


AUTHORITY FOR SHIPPING FOOD SUPPLIES 


Mr. AnpreRSEN. Under what authority is the Department of Agri- 
culture operating when they turn over this quantity of milk and butte: 
to these various organizations for shipment abroad; is that under 
section 32 funds or what? 

Mr. RinGuanp. No, sir. It is under section 416 of the Agricultural 
Act of 1949. You may remember that provides, if there is any 
surplus, it must satisfy the school-luncheon programs and the domestic 
institutions first; then, if there is anything over that, it is made 
available for voluntary use overseas to needy persons. 

Mr. ANDERSEN. Yes. I believe I had a part in writing that myst If, 
but I had forgotten that part that had to do with the surplus after 
these others were satisfied. They could ship that abroad without 
any further authority of Congress? 

Mr. RinGuanp. Yes, sir. 

Mr. AnpERSEN. But before foods and certain things are certified 
for that need, the Secretary of Agriculture must find a condition to 
exist? 

Mr. Rineuanp. He must make a finding. It was under that finding 
that a condition existed on May 4 that he set aside this 45,000 tons or 
90 million pounds of milk. 

Mr. ANDERSEN. Besides milk, what do you think he wil) allocate 
butter? 

Mr. Rincuanp. He said butter, but I am not so sure to what extent 
that can be used. It is rather expensive. It must be vacuum packed 
However, you might be interested to know that the special Ambassador 
of Pakistan said when he was here “Do not throw any butter away, 
because we can use it even if it is rancid.” 

Mr. ANDERSEN. I was going to say the more of that butter we can 
use up the better it is, because, if it remains here too long, it may 
become rancid. 

Mr. RineGuanp. Yes, sir. 
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Mr. AnpreRsEN. So I would like to see great liberality in getting 
that stuff out. 

Mr. Rinevanp. Yes, sir. 

Mr. Taser. If there are no further questions, thank you. 

Mr. Rineitanp. Thank you, Mr. Chairman. 

Mr. Taser. Now, do you have some information on this matter | 
asked about before lunch? 

Mr. Anprews. Mr. Chairman, my part of this thing is merely to 
see that there is coordination between the U. N. and the technical 
assistance program. Mr. Ingram here has the facts you requested. 
I might say those, of course, are from the United Nations [submitting 
paper] 

Mr. Taser. You have nothing later than February 1? 

Mr. Incram. That is the last report date in this form from the 
United Nations. 

Here is some supplementary detail which I think might be of interest 
to the committee. These figures were developed from this. This 
breaks it down by the number of experts and fellows for each country 
and by the U. N. organization involved in it. 

Mr. Taser. And this is as of what date? 

Mr. Inecram. As of February 1. 

Mr. Taser. And were these numbers actually on the roll at that 
time? 

Mr. Incram. Those were the actual number of fellowships that 
had been granted—fellowships and scholarships—and the actual 
number of experts on the roll. 


SENDING OF EXPERTS ABROAD 


Mr. Taner. What were the experts doing? 

Mr. Incram. The experts were doing a very great variety of work 
and rendering individual assistance to these particular countries. 

In the case of the World Health Organization, the experts were 
advising the governments in the development of malaria-control 
programs. A great deal of that work is done in ccoperation with the 
Children’s Fund. They were also advising the governments on setting 
up centers for the control of yaws, which is a disease, as you know, 
which takes quite a toll of the vitality of the people in many of the 
underdeveloped countries. 

In the case of the Food and Agriculture Organization, the experts 
were advising the underdeveloped countries on increasing the pro- 
duction of foodstuffs. One thing the FAO has been very much 
interested in is to see if the underdeveloped countries cannot get more 
food value out of their fish resources. 


LIBYA 


Mr. Taser. I see you have a block of 59 experts and 45 fellows in 
Libya. How do you get that many, and what do they do? 

Mr. Ineram. In Libya during 1953, there is one expert who is 
reviewing the municipal finances, balance of payments problems, 
federal and provincial budgetary appropriations, and helping the 
country in the development of their budgetary practices. 

A second expert there is working on the development of a new 
tax-legislation system. 
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There are five experts in there now dealing with power production 
and distribution to help the country develop a modern power system. 

Mr. Taser. What kind—hydro or steam? 

Mr. Incram. I do not know whether it is exclusively one or a 
combination of both. 

Mr. Taser. We would like to find out something about this stuff. 

Mr. Incram. I can find that out for you. 

Mr. Taser. It is going to be pretty late. If you do not come pre- 
pared to tell us much about it, it is difficult for us to find out before 
we come to mark up the bill. 

It is rather difficult for me to see why you need that money in such 
a place as that. 

How many people? 

Mr. Incram. This will be a team of 5 experts working for 3 years on 
this power problem. 

Mr. Taser. But how many people? 

Mr. Ineram. Libya has a population of 1,124,000 and a national 
income of $35 per capita. 

Mr. Taser. And what do these other people do? You have given 
us 6 or 7 of them. What do the rest of them do? 

Mr. Incram. There is an expert in taking census statistics who is 
there for 2 years. 

Mr. Taner. What else do you have? 

Mr. Ineram. Also, an expert in general statistics, and there is a 
mining geologist who is to be there for 1 year making a detailed survey 
of underground water as part of the water-survey team, for the pur- 
pose of solving tectonical and water problems for Northern Tripoli- 
tania and to determine if there are present any valuable mineral 
resources that might exist in that area. 

Mr. Taser. They have no minerals now’ 

Mr. Ineram. I think the mineral development is at a very low 
level. 

Libya is a country that has gained its sovereignty through U. N. 
action itself, and the U.N. has felt a special responsibility for bringing 
technical assistance to that country to help them put their economy as 
a sovereign state on a sound basis. 

Mr. Taser. You have almost as many there as you have in 
Pakistan. 

Mr. Incram. That is right. I think it is in good part due to the 
special political situation of Libya at the present time. 

Mr. Taser. Then you have Thailand, 39 experts and 53 fellows. 
That sounds like a pretty liberal number 

Mr. Ineram. It is; but I think in terms of the need of the country 
it is reasonable. These fellows are Thai fellows who are receiving 
training elsewhere. 


) 


YUGOSLAVIA 


Mr. Taser. In Yugoslavia you have 36 experts and 251 fellows. 
That sounds like quite a considerable setup. 

Mr. Incram. A very large percentage of those fellows are working 
on a program sponsored by the International Labor Organization for 
worker training—in other words, taking these Yugoslav fellows and 
giving them the benefit of the labor education, knowledge, and 
know-how which is in the rest of the free world. I think it is very 
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important to us politically, if Yugoslav labor is going to increase its 
productivity and improve its techniques, that it be done through 
representatives of the free world and the free world experts who are 
involved in this program. 

Mr. Taner. What is your position in this setup? 

Mr. Incram. [| am Director of the Office of International Adminis- 
tration and Conferences of the State Department. 

Mr. Taser. You stated you had 1,171 on the 3d of February; how 
much was that costing? 

Mr. Incram. If I could give you the financial setup; the program 
this year the U. N. hopes to finance to the extent of $21,300,000 from 
the pledges for this calendar year. That includes an item of $4.6 
million which the United States has not yet appropriated; there is a 
carryover of $6.3 million from 1952; and the obligations for 1953 are 
estimated at $25,300,000. 

\ir. Taser. Our obligations are estimated for 1953 at what? 

Mr. INGRAHAM. $25,300,000. 

\ir. Taser. And of that we give you $9 million; is that correct? 

Mr. IncGram. Approximately; that is correct. 

Mr. Taser. Which is 31 or 32 percent, something like that. And 
this time you are asking for $13 million for a total program of $21 
million, which would seem like you should get about $7 million if you 
are to receive the same proportion as you did for 1953. 

Mr. Incram. We are asking $12,750,000 for 1954; the additional 
$1 million is for the Organization of American States, and we would 
hope for pledges of the other governments which would mean a total 
of at least $21,300,000. Again, if we do not put up more than we have 
appropriated for this year, I do not think we will be able to raise the 
amount of money to $21.3 million; if we are not able to contribute 
more this year than what we have appropriated to date the total 
available this year will be less. 

Mr. Taner. Under Mr. Andrews’ setup we have 1,761 something 
like that, in the program now, and they are scattered all over; they 
are in the same pla¢es you are in, and it seems kind of funny that we 
have a point 4 in your setup and a point 4 directly under Mutual 
Security. That method of handling things does not appeal to me, 
frankly. It just makes for duplication, and certainly for extra over- 
head and all of that kind of business, and frankly it does not seem 
that it was the way to do things. 

Mr. Incram. Mr. Chairman, I think there are several reasons 
why it seems to us to be reasonable. 

Mr. Taner. Well, if you have any, we would like to have them. 

Mr. Incram. I think the two programs can operate efficiently in 
the same geographical area. 

Mr. Taser. In the same country. 

Mr. Incram. That is right. 

Mr. Taser. With the same kind of setup. You have got it all the 
way through South America; you have it all over the country just 
the same way as you have got it for the United States. In India 
you have 78 experts, and 62 fellows. In Peru where they told us— 
| think Mr. Andrews told us that it was the most advanced country 
of the lot. 

Mr. ANDERSEN. That is correct. 
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Mr. Taser. There you have 16 experts, and 6 fellows. I do not 
know, but it looks like an awfully funny program. 

Mr. Ingram. Mr. Chairman, | think one objective of our foreign 
policy should be to get other countries to do for themselves as much 
as they are able to do, and get them, if they cannot do it singly, to 
work through a group, and | think one of the things that has been 
accomplished through the U. N. has been in that direction. 


CONTRIBUTION OF LOCAL GOVERNMENTS 


I distributed a schedule this morning which related the contributions 
of the various countries by regions to the central technical assistance 
account, and to what they got out of it. 

While in the case of Asia and the Far East they contributed only 
about 6 percent to the central account for technical assistance, I thins 
that 6 percent, for countries that are traditionally on the receiving 
end only, means a great deal more than even the modest amount of 
$1,250,000 for 1953. They are putting this in to help other countries. 
To get countries that have been traditionally on the receiving end 
only to contribute for the benefit of other countries, I think is worth- 
while, and indicates they are cooperating in their mutual interest. 

Mr. Taser. Did you give us a schedule on those countries? 

Mr. Incram. This is the estimate for 1953. 

Mr. Taser. Yes. 

Mr. Incram. On that same schedule we point out that while the 
countries of the Near East and Africa will receive assistance in 1953 
from the U. N. to the extent of about $6.8 million, there is an esti- 
mate of $15.6 million which they will contribute toward these projects 
in their own countries, so that it does not come free. 

Mr. Taser. I know, but the things they are paying out—and the 
United States, according to this table, was putting in about two- 
thirds of it. 

Mr. InGram. Sixty percent. 

Mr. Taser. Sixty percent. 

Mr. Incram. Of the central account. 

Mr. Taser. That is to the central account. 

Mr. Ingram. That is right. And if you count the estimated 
amount of about $38 million in local contributions, it would come 
down to around 21 or 22 percent. 

Mr. Taser. But that is hardly the percentage to calculate it on. 

Mr. Ingram. Mr. Chairman, if you could hear some of the com- 
plaints about their ability to put up the local constribution, I think 
you would feel it was pretty good from them. 

Mr. Taper. And if you could hear the complaints about the 
taxpayers around the country having to put this up, I think you 
would feel it was pretty good. 

Mr. Incram. Yes, I am certainly aware of that. 


USE OF LOCAL TECHNICIANS 


There is another angle that I should mention m connection with 
this program, and that is that we are able to conserve our own resources 
of technicians; that is, we have the use of technicians from other 
countries. That, I think, is of particular importance as the U. N. 
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uses experts from the underdeveloped areas. In countries like India, 
for instance, | think it is of interest that they have men, frequently, 
who have certain talents that they are bringing in to the program, 
which helps to reduce the need for United States experts. Some of 
these countries have done a great deal in fish culture—and I think 
Mr. Andrews can confirm this—they have developed a know-how 
which they can export to other countries having essentially tha same 
problem. ‘That is particularly true where they are now developing 
the culture of fish in rice paddies for protein food, and making use 
of these talents. That is one of the things the U. N. program is doing 
through the FAO. Also, where the problem involves the political 
relationship between one country and its neighbor, as is the case in 
the control of hoof and mouth disease, it is easier to have an effective 
program through an international organization than if each country 
were trying to handle its own problem alone. 

Mr. Taser. I guess that is all we need for that item. 

Mr. Ineram. Thank you. 


CHILDREN’S INTERNATIONAL WELFARE FuND 


Mr. Taser. We have an estimate here of $9 million to operate the 
international children’s welfare work. 

Will you tell us about that, please? 

We will insert pages 111-165 of the justification at this point. 


INTERNATIONAL CHILDREN’S WELFARE WoRK 


The appropriation of $9 million is requested to enable the President to make 
contributions for the support of international children’s welfare work for calendar 
year 1954. 

The program of UNICEF is directed principally to assisting underdeveloped 
countries of Asia, Africa, and Latin America in the development of permanent 
maternity and child welfare programs. UNICEF assistance takes the form of 
supplies, equipment, facilities, and services, not locally available in countries 
where econoic resources are limited, which are required to carry out these country 
programs. UNICEF resources are also available to provide emergency aid to 
children in those countries where catastrophes such as earthquakes, floods, 
droughts, and typhoons strike. 

The present authorization for United States contributions to UNICEF in the 
amount of $16,481,000 (Public Law 400, 82d Cong.) extends through the end of 
calendar year 1953. Of the amount authorized $6,666,667 was appropriated and 
has been paid to the fund. A request for the remaining $9,814,333 is currently 
pending before the Appropriations Committees of the Congress and has been 
justified senarately. 

The Eighth General Assembly, which is to meet in the fall of 1953, will review 
the status of the children’s fund and determine what its course will be after 
December 31, 1953. It is exnected that the General Assembly will approve a 
program of international children’s welfare work which is essentially the same 
as the current program of the children’s fund. An appropriation of $9 million 
as a contribution to such a program is requested. 

If the United States contributes $9 million toward the program for 1954, it is 
expected that the total contributions to the central account of the fund will be 
approximately $15 million. This is based on the assumption that the govern- 
ments currently contributing to UNICEF will be willing to continue to support a 
program of international children’s welfare work at approximately their present 
level of support. 

UNICEF aid has been concentrated on a few types of programs which deal 
with basic deficiencies in child care and, as a result, has been of immediate 
benefit to large numbers of children and mothers. Its supplies have been used 
for such purposes as child and maternity centers in rural areas; training of midwives 
and other nonprofessional personne! for rural centers; and mass campaigns 
against communicable diseases affecting children. 
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There are two types of Government contributions which are made toward 
UNICEF programs: 

1. Contributions to the central account of UNICEF for allocation by UNICEF 
for aid to children in the various countries requesting assistance. These funds 
ire used principally to purchase supplies and equipment that are not manufac- 

tired locally or are otherwise not available locally, and, when required, to cover 
the salaries of international specialists. 


2. Contributions in local currency and resources by assisted governments 
which are used in conjunction with the funds allocated by UNICEF from its 
tral account. The loc al contributions are used mainly for such items as 
ipplies which can be obtained locally, services of local p.rsonnel, buildings, and 


transportation. 

When extending aid to a country from the central account, UNICEF usually 
requires the assisted government to make substantial contributions of its own 
toward each program. The amount of the local contribution is normally at 

ast equal to and is often more than the amount of international funds assigned 
to a program, In 1952, for example, governments receiving aid contributed a 
total of $23.6 million in support of program allocations from the central account 
totaling approximately $13.5 million. 

Since the inception of the fund, 63 governments have contributed or pledged 
financial support to the central account of UNICEF. To date, UNICEF has 
allocated approximately $147 million from its central account to aid child health 
and welfare programs in 84 countries and territories. Currently, aid is being 
furnished to 69 countries and territories, and it will reach over 60 million children. 

The children’s fund is a concrete demonstration of the concern of the free world 
in providing for the welfare of children in the underdeveloped countries whose 
own resources are limited to the extent that they must look elsewhere for assist- 
ance. It is in the interest of the United States Government, for political as 
well as humanitarian reasons, through its support of international children’s 
welfare activities, to continue to cooperate with other governments in encourag- 
ing and assisting these underdeveloped countries in their efforts to develop per- 
manent services for meeting the health, welfare, and nutritional needs of their 
children. 


Dr. Exror. Mr. Chairman, with reference to the financial aspects 
of the appropriation, I hope that Mr. Ingram will handle that discus- 
sion. I will be very happy to tell you ‘something about the way in 
which the Children’s Fund is proceeding, and how it is operating, and 
also I would like to tell you something | of the program that the fund 
is carrying out. If you would like to “have me do that at this point, 
I will be very glad to do so. 

Mr. Taser. If you will, please. 

Dr. Exror. I am the representative from this Government on the 
Executive Board of the Children’s Fund, and in that capacity I have 
the opportunity to observe the actual activities of the work. That is, 
I observe them from the point of view of the meetings of the organi- 
zation, 

I am also the representative from the United States on the program 
committee of the Executive Board of the Children’s Fund. Also, my 
long association on the World Health Organization, of which I was 
one of the assistant directors general for 2 years, has given me an 
opportunity to know a great deal about the relationship “between the 
Children’s Fund and the World Health Organization. 

Those two United Nations organizations do work together very 
closely in an attempt to serve children in the countries where they 
are, and in an attempt to conserve the funds that are at the disposal 
of the two organizations, in order that there be no overlapping and 
in order that there be a constructive program in behalf of children. 

In my work with the Executive Board and the program committée 
I would like to report to you that the program committee reviews 
all projects that come in to the Board, prior to its submittal to the 
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Board itself. The program committee has before it, on all occasions, 
detail statements with respect to what the proposals are. 

The proposals, of course, are submitted to the program committee 
by the Administration of the Fund. These projects are made up at 
the request of the governments. That is a point that I would like 
to stress, because my experience with this organization has been that 
the countries themselves make up the initial request, the requests 
that come to the United Nations Children’s Fund. And, if this re- 
quest is in the field of child health, then the United Nations Children’s 
Fund representative, together with the representatives of the World 
Health Organization itself, determine what to program for the 
children in that country with respect to the overall health program, 
that is, the approved projects that will come before the Board. 

The Board reviews them, having certain principles in mind, and 
I think you might be interested in what those general principles are, 
because they are important, in my opinion, from the general view- 
point of the way in which all governments contributing work together. 

For instance, the Board is very much concerned that the program 
is one that is wanted by the country, and they make it a point to see 
that it is the country’s plan. The Board always looks over the pro- 
posal to see whether there is an agreement signed by the country, 
agreed to by the specialized agency of the United Nations that is con- 
cerned, and by the UNICEF. There are many places that plans are 
set up by countries resulting from the deliberations in the coordinating 
committee, between the representatives of the countries, and the 
representatives of the UNICEF, the World Health Organization in 
some cases, and the Food and Agriculture Organization in other cases, 
and so on. The coordinating committees in these countries are im- 
portant from this point of view. 

The principles that I speak of are that in addition to the project 
being the country’s own plan, the UNICEF contribution will be a 
part of the country’s own program, and that UNICEF will make only 
a part of the total contribution to the project itself. 

In other words, the countries themselves do contribute to the pro- 
gram they have worked out; they contribute largely to their own 
projects, and in terms of investment, to a very large extent in their 
own country. 

Secondly, the program that the country sets up must be one that 
makes a permanent contribution to child health and child welfare 
activities of that particular country. The UNICEF people look to 
that particular phase of the work. 

Thirdly, it is set up as a desirable criterion for the project that is 
approved, that it will have the effect in the long run of helping a large 
number of children in that country. Even though the project may 
start in a small way, and it may serve as a demonstration; it must be 
for a large number of children in the country. 

That is particularly true of certain of the health programs that the 
UNICEF has approved, such as programs for the prevention of 
tuberculosis. 

That is also true of programs of the UNICEF which are concerned 
with malaria, on which the Children’s fund works very closely with 
the World Health Organization. 

And fourthly, the Executive Board of UNICEF feels it is extremely 
important to the program that all projects be within the means of the 
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country to carry on itself later. We believe that is an important 
criterion to consider when you review and approve these plans. It 
does not mean, however, that the country will take over immediately, 
because the economic situation in the;country often will prevent that. 


MATERNITY AND CHILD WELFARE CENTERS 


Now, concerning the types of programs ths " are being carried on by 
the country with the help of ( NICEF and in some cases of the 
World Health Organization and the Food and Agriculture Organiza- 
tion. They fall generally into four types: There is the establishment 
f what we like to call the maternity and child welfare centers that 
are usually in rural areas in these underdeveloped countries. These 
centers consist usually of a small central spot to which mothers can 
bring their children and babies for advice and help in the health field 
or in the welfare field. They learn a great deal about nutrition for 
the cbildren and, more particularly, how to feed them. Ip thes« 
centers also the children may receive treatment for minor ailments 
and may be vaccinated against numerous diseases—the kind of pro- 
ram that I am sure you are familiar with in this country, but which 
is just getting started in these underdeveloped countries. 

At the centers, the midwives—and usually mm the underdeveloped 
countries they are not trained; the midwives are the women who must 
perform the midwifery—the midwives are given special training work 
in connection. with the center. 

The contribution of the UNICEF to the center is usually in terms 
of some supplies, or in terms of help in training at these so-called 

nters in the villages the midwives and nurses, and there are even 
men in the local communities who act as sanitarians. The contribu- 
tion of UNICEF is in terms of the midwives getting soap, clean 
pans for them to use, and so on. UNICEF also contributes seales 
to weigh the children, sometimes a refrigerator in which the vaccine 

kept so that it will not spoil in the hot climate, drugs, and oils 
And there are many cases where skimmed-milk powder is furnished 
so that doctors or nurses in charge of this center may be able to 
supplement the diet of the children where there is a deficiency in 
proteins. Skimmed milk is particularly important from the view- 
point of supplementing the protein content of the children’s diet 

The training program is, I think, extremely important, because 
there are very, very few trained personnel in these countries, and 
they need help so the families will learn how to take care of the 
children in a better manner. 

A great deal of emphasis is placed on training the midwives, be- 
cause the midwives are the ones who deliver the children, and it is 
necessary that they learn about the care of the babies during the 
first years of their life. 

The World Health Organization also comes into the picture of the 
children’s health centers. One of its contributions in some cases is 
doctors and nurses who will conduct this training, and equipment. 

For instance, I visited one of the centers just north of Delhi, India, 
where UNICEF had provided the supplies for the center; the Govern- 
ment of India had provided the center, and a corps of workers to work 
in the community; the World Health Organization had provided a 
physician and a nurse and a nurse-midwife, that is, the person who 








572 


acts both as a nurse and a midwife. Then, the two international or- 
ganizations work side by side, and they are very careful not to supply 
the same kind of things. The UNICEF provides in that particular 
center the kind of equipment that I have already described to you. | 
saw that myself, and I saw it in operation, and it seemed to me to be 
going forward in a first-rate way. 

The fund also provides certain types of equipment for classes, such 
as charts and certain films for teaching—equipment that is very 
helpful. 

Now, a question sometimes asked of UNICEF is what it is doing 
on the problem of control of communicable diseases. I have already 
referred to the question of vaccination for tuberculosis. That has been 
one of the major programs, one that is very important in almost all 
of the underdeveloped countries, just as it was important in Europe 
after the war, where children were suffering and dying in very large 
numbers from tuberculosis. 


TUBERCULOSIS PREVENTION PROGRAM 


The tuberculosis prevention program now is going forward largely 
in southeast Asia and in the part of the world that is east of the 
Mediterranean and the west Pacific region, and to a considerable 
extent it is being developed in Latin American countries. 


YAWS DISEASE 


Also, in southern Asia and the western Pacific there are programs 
for the control of yaws, which I am sure you are familiar with. It is 
a disease that affects children, and yet which can be cured with 1 or 
doses of penicillin. It is a program that is extremely meaningful to 
the health of the people who live in the villages and in the rural 
parts of the underdeveloped countries. 

Again, I am going by my own experience, because I think that is the 
best way I can make the program clear to you. I saw the program 
where they were giving treatments to children for this yaws disease in 
southern Thailand. I was taken for some miles out into the village 
to see the village clinic which had been set up, and I saw the central 
office of the Government itself in Thailand, which had been con- 
structed, built, and equipped for the workers through assistance from 
UNICEF and from WHO, who were working together on that 
program, 

The treatment of yaws means a great deal to the people in these 
countries. As you know, it is a seriously crippling disease, and at 
the same time it is a disease that can be cured with a single dose of 
penicillin, 1 or 2 doses of penicillin at the most. 

I have here a picture of what it means to a child, which you might 
be interested in, Mr. Gary. 


MALARIA CONTROL 


Also, UNICEF has contributed supplies of DDT powder and 
supplies of sprayers for the spraying of the houses in the areas where 
malaria is particularly rampant. As you know, malaria affects 
children very seriously. Within a very short time after the babies 
are born, in the malaria area, the babies themselves are infected with 
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he organisms. The older children are infected too, and this takes 

them off of work during many years of their lives and interferes 
eriously with their capacity to get on the job when they reach the 
re to work. It takes the older people off their jobs too. 

Malaria interferes seriously with the productivity in terms of food 
eeded in the country. 

\s an illustration of how the work is carried on jointly between 
World Health Organization and UNICEF, together with assistance 
from the Government, ani what it has meant in terms of food pro 
luction: food production has increased 50 to 60 percent in some areas 
where malaria has been cleaned out. 


VENEREAL DISEASE CONTROL 


Also, UNICEF has supported and is supporting some projects in 
the field of venereal-disease control, but. that is not one of the larger 
programs. 

For these programs, INICEF supplies the vaccine, the drugs, the 
insecticides. It equips the teams, supplies the transportation and in 
a few cases pays the salaries, the salaries of international personnel, 
vhere it is necessary. The World Heaith Organization does not 
furnish the supplies for these programs, but it does provide the 
echnical personnel, consultants and supervision of the program; so 
that the support for this type of work is divided, in my opinion, quite 
satisfactorily. As I say, | have visited a great many of the areas 
where the projects are being carried out, and therefore I have some 
firsthand knowledge about this. 


NUTRITIONAL PROGRAMS 


The fourth project that UNICEF carries on is what we might call 
long-range nutritional programs. These programs are developed 
within the country, again always at the request of the country, in 
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connection with the materials, and the joint health centers that | 
have been speaking about, or in conjunction with the schools, where 
the schools satisfactorily demonstrate the work which is being initiated 
and where they start out in teams, trying to teach the people what 
good food means for children. And on occasion, they have programs 
for attacking a bad type of nutritional deficiency, such as in Africa 
where there is serious malnutrition of infants, young children, who 
vet a disease called Kwashiorkor, which can be cured, and yet which 
is & very serious disease. 

This disease is responsible for the death of very many children in 
Africa and other hot climatic areas. It is a disease that can be entirely 
prevented or cured by giving the children a high protein diet. 

We have it even within our own country in certain areas of the 
Appalachian region, where children have low protein diets. These 
children in the underdeveloped countries have this type of disease 
in a very serious way, and providing a high protein diet provides the 
cure or prevents it, 

The problem is how to give the children an adequate high protein 
diet. If we could give the children enough milk in all cases there 
would be no problem, but there is not enough milk. There is very 
little milk, and therefore the children have this type of disease. 
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A program is being developed by the Chidren’s Fund, together with 
the World Health Organization, because they are concerned with this 
disease of the children, and also with the Food and Agriculture Organi- 
zation, because one of the important aspects of this particular disease 
concerns itself with the local production of food that babies and 
children can consume, which provides a high-protein diet. 

We know that there are certaim foods that can be grown in these 
countries in Africa and other areas where this disease prevails, which, 
when eaten, can prevent the disease, if made mto certain forms of 
milk that can be used as a substitute for milk. 

The Food and Agriculture Organization is working hand in hand 
with UNICEF, trying to find a way to grow more soybeans in Indo- 
nesia, for example, so that a type of food ean be supplied the infants 
in the form of soybean milk that can be produced in the country itself, 
and so that milk will no longer have to be provided from the outside 

The Food and Agriculture Organization is also working with coun 
tries to see whether it would be possible to develop dairy herds so 
that children who are suffering from these conditions can have milk 
when they are actually ill. 

I want to say one more thing before I stop, because I know | 
cannot go on as long as I might like to, about the change of the typ: 
of program that has occurred since 1950. 


CONVERSION TO LONG-RANGE PROGRAM 


You may know that in 1950 the representatives from different 
countries criticized the UNICEF organization because it was con- 
tinually using the so-called “‘emergency”’ fund operation at that tim 
for emergency activities, and the question was raised as to why 
UNICEF did not convert its program, and do more work of thi 
long-range type. I want to say to you that since 1950, when those 
criticisms were raised, and since the General Assembly voted a 
mandate to UNICEF instructing them to carry out more long-range 
programs, this has actually taken place. I have brought a chart 
that I used in the Committee on Foreign Affairs, and which I think 
the chairman has before him now, which shows how the program 
has shifted from these earlier forms of the emergency type of program 
into the long-range activities in behalf of children in these under- 
developed countries. 

[ have myself observed the transition stage, because it was during 
this period that I was in Geneva working with the World Health 
Organization, and I was one of the persons to advocate this change 
on the part of the UNICEF organization. The charts that I presented 
before, and which I have now, show that from 1951 to 1953, 32 percent 
of the money allocated by the fund was being spent for emergency 
situations. I want to point out that the large percent is due to the 
fact that in the vears 1951 and 1952 the United Nations Children’s 
Fund contributed to the relief of Palestine refugees, but in 1953 
this contribution has been discontinued. 

The Executive Board of the Children’s Fund decided that as long 
as the United Nations had an organization that was responsible for 
providing food and health to the Palestine refugees, that the Chil- 
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n’s Fund should no longer contribute to that program, so that the 
ctual fact is that, for the year 1953, only 15 percent of the funds are 
ng reserved for emergency situations. 
That is a very great change from the 78 percent which was expended 
emergency situations from the beginning of the fund’s work in 
147 through 1950. 
This operation has been carried on with great sincerity on the part 
if the Executive Board, and also on the part of the administration of 
NICEF and its various regional offices. 
Mr. Taner. We will put in the record at this point page I-59 of 
e justifications. 
The statement referred to follows:) 


\ ATA . 1HY % \ ' 
INTERNATIONAL CHILDREN’S WELFARE Wor! 
Comparative summary of obligations 
Est t I 
Actual 
Item vear 1952 year f al y Yi 

hildre welfare work $6. 666, 667 $18, 814, 333 

ount pending in supplemental request previously 
aa ), 814 
s request » 000. 000 


UNICEF allocations from the ge neral account by area and progiam 





Estimate, calendar Estin slendar 
year 1953 1954 
A unt Per Amount I t 
AREA 
Airica $1, 260, 000 10.5 $1. 334. 000 
i 4, 344, 000 iH. 2 4, 315, 200 37. 2 
tern Mediterrean 1, 404, 000 11.7 1, 415, 200 12.2 
pe 456, 000 3.8 440, 800 + & 
America 1, 968, 000 16. 4 1. 960. 400 16.9 
ram benefiting more than one area 408, OOO 3.4 304, 400 4 
gencies (undistributed 2, 160, 000 18.0 1, 740, 000 15.0 
Total by area 12, 000, 000 100. 0 11, 600, 000 100.0 
BY PROCRAM 
Maternal and Child Welfare (MCW) 
a) Supplies and equipment for basic MCW pro 
rams 3, 720, OO 11.0 }. 506, 000 11.0 
b) Training 456, 000 3.8 440, 800 , 8 
health 3, 552, 000 29.6 3, 398, 800 29 
Nutrition 
1) Long-range feeding assistance 634, 000 7 1. 044, 000 9.0 
Milk conservation 1, 020, 000 8.5 26. OOF ® 
Programs benefiting more than 1 region 408, 000 3.4 394, 400 5 4 
Emergencies 2, 160, 000 1s 0 1. 740. 000 15.0 
Subtotal, programs 12, 000, 000 100.0 11, 600, 000 100.0 
Freight 1, 500, 000 1, 400, 000 
Administration and operational services -2, 000, 000 — 2, 000, 000 
rotal 15, 500, 000 15, 000, 000 
ted States contribution approximately 60 percent of 
total 9. 000. 000 
Che Senate authorized $13 million for this item for fiscal year 1054 Ihe executive branch will consider 


the presentation of a supplemental request for the amount of autnorization finally voted in excess of $9 
llion at a later date 


x 
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Mr. Taser. Are you able to give us any idea where this money is 
spent and under what control? You have an estimate here for 1953 
on these pages. Do you know about that? 

Dr. Exior. That is with respect to the appropriation? 

Mr. Taner. Should we ask that of you, or Mr. Ingram? 

Dr. Error. Perhaps he should cover that. 


CONTINUATION OF PROGRAM 


Mr. Taser. Very well, I will ask him about that later on. What 
would you be able to say to us as to this: Is it not a fact that the 
program expires on December 31, 1953, and that the United Nations 
does not as yet have a program proposed for 1954? 

Dr. Error. That is correct. The present program expires as of 
December 31, 1953, but the continuation of the Children’s Fund 
is now under discussion in the United Nations Economic and Social 
Council, which must make a recommendation to the General Assem- 
bly in its meetings next fall with regard to the extension of this 
program. 

I might say that in the Executive Board of the Children’s Fund 
there is a great degree of unanimity with respect to the desirability of 
continuing the fund. I think perhaps that is to be expected. The 
Board would naturally set forth its own feelings about it. 

The Social Commission recommendation in May 1953 was strongly 
that the Children’s Fund should be continued essentially in its present 
form, with some modifications proposed by the governments. The 
recommendation was virtually unanimous on the part of the Social 
Commission, that is made up, as you know, of the representatives of 
18 countries. 


[ believe that the Economic and Socia] Council has not yet actually 
taken a position on this matter. I believe there are some few com- 
ments that have been made. As one of the members of the Executive 


Board of the Fund, I believe we shall always find that a large propor- 
tion of the countries are in favor of, and very enthusiastic about, a 
continuation of this particular program. I think they are enthusiastic, 
due to the fact that here is a program that is meaningful to the 
families and to the people; it is meaningful in the villages, as well as 
the larger cities. I believe that more people in many of these under- 
developed countries know something about the United Nations itself, 
because of the work of the Children’s Fund, than almost any other 
particular activity of the organization; therefore, the countries are 
enthusiastic about helping children. 


UNITED STATES CONTRIBUTION 


Mr. Taser. I wonder what percentage of the total contribution 
do you expect the United States to prov ide? 

Mr. Incram. The United States, to date, has contributed on the 
basis of two formulae: one, that the United States contribution should 
not exceed 72 percent of the contributions to the Children’s Fund 
central account; and the other, that the contribution should not ex- 
ceed 33% percent of the total contribution; that is, including the 
contributions under all health programs by the country receiving 
assistance. Through 1952, under that formula, and with a payment 
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of $6,666,667 available in 1952, we had paid in about $87 million. The 
other governments had paid in about $34,700,000, so that the per- 
centage of the United States contribution to the central account was 
about 71.5 percent. 

At the same time there now stands on the book about $7,700,000 
of contributions from other governments that we have never been 
taken into account in making our payments. There have also been 
local contributions to the extent of $206,255,000. 

Mr. Taser. Those are local for use entirely in their own territory? 

Mr. Incram. They are what we call major contributions of the 
covernment receiving assistance. Of the approximate total of 
$328,400,000 of contributions to the central account plus local con- 
tributions, our proportion would be about 26 percent. 

There is also about $15.5 million to local contributions of govern- 
ment receiving assistance, which has not been taken into account by 
the United States in making payments. 

Mr. Taper. I wonder if you could tell us where this money is 
expected to be spent? 

Mr. Ineram. Mr. Chairman, before I do that, may I add that in 
respect to the new program we would anticipate that although our 
percentage of the total contributions from all sources should not in 
any event exceed one-third—there is no danger of that—we would 
limit our contribution to the central account to 60 percent, which is 
the same as the contribution to the United Nations Technical Assist- 
ance central account. This will mean a reduction in proportion for 
the Children’s Fund. It would mean a contribution of about $9 
million to this program. Next year a contribution of $9 million from 
the United States to the central account would require about $6 
million from other governments. 

Mr. Taner. Have any of them shown any interest in making con- 
tributions? 

Mr. Incram. I think they will put up that much, sir; and of course 
they have been contributing right along. 


PERSONAL SERVICES 


Mr. Taser. I wonder if you could supply for our use a table showing 
the amount that is paid for salary and the number of people who 
receive $10,000 or above in overall salary? 

Mr. Ineram. I would be glad to do that. 

Mr. Taner. Do you have that information with you? 

Mr. Incram. I do not have that with me in those terms but I can 
get it. 

(The following information was supplied :) 


Numbe r and salaries of U NICEF personne lin 19452 


Number 
Potal per Total salary receiving 
ind wages $10,000 or 


ibove 


Office 


New York headquarters 106 $745, 124 17 
Regional offices 62 667, 187 3 


Total 168 1,412, 311 0 











os 
Mr. Taner. What sort of table do you have as to that situation? 

Mr. Incram. I have here a statement of the UNICEF administra 
tive expenses which breaks it down in total by salary and wage: 
common staff costs, administrative services and permanent equi 
ment. I can also provide a statement as to the number of employe 
and the nationality of the people by their locality. 

Mr. TaBer. According to this you show in New York headquarte1 
the number of th employe S 

Mr. Incram. There are 106, or rather there were as of February 28. 

Mr. Taser. 106 in New York? 

Mr. InGram. Yes, sir. 

Mr. Taser. And the average salary there is approximately $7,500 

Mr. INGram. Yes, si 

Mr. Taner. And then vou have staff costs. What would that b 

Mr. Incram. That takes care of home leave travel of the foreign 
personnel, when after a certain period of service their transportatior 
costs are paid home and return. It also includes their allowances 
contributions to the staff pension fund, and so forth. 

Mr. Taper. Does that apply to the people who reside in the Unit 
States? 

Mr. Inaram. They are people from France, the United Kingdom, 
and other nationals whose permanent home is not the United States 
They are part of the international staff. 

Mr. Taser. In the Asian picture how many do you have there? 

Mr. Incram. There are 21 in Asia. There are 9 in the regional! 
office at Bangkok; there is a mission of 3 covering India, Ceylon, and 
Afghanistan; 2 for Pakistan; 1 covering Thailand and Malaya; 1 in 
the Philippines; 3 in Indonesia; 1 in Burma; and 1 in the southwest 
Pacific 

Mr. Taser. Are most of those local people? 

Mr. Incram. No, sir; they are a part of the international staff 
These are people who are from the various countries which are mem 
bers of the U. N.. This is not local staff. 

Mr. Taser. You have an eastern Mediterranean program. How 
many people have you there? 

Mr. Incram. We have in the Paris regional office 16. We have 
1 in London; 2 in the Africa office; 4 in the eastern Mediterranean 
office; and 1 in Iraq. 

Mr. Taser. You have another setup in Latin America? 

Mr. Incram. That is correct. We have 11. There is a regional 
office in Lima, Peru, with 4; there is now on a mission to Bolivia, Peru, 
and Paraguay, 1; there are 2 for Brazil; 1 for Equador; and 3 covering 
Central America and the Caribbean. 

Mr. Taser. How many do you have in Japan? 

Mr. Incram. There is none in Japan at the present time. 


Ss. sir 


BREAKDOWN OF PROGRAM 


Mr. Taper. Could you give us a table that will show by countries 
the amount of money that you spent on this last year and the amount 
that you contemplate spending on this next year? 

Mr. Incram. I will get that, sir. 

(The following information was supplied:) 
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ASIA 


Mr. Taner. Your big items seem to be in Asia or parts of Asia 
You cover what parts of Asia with this? 

Dr. Exior. 1 would be glad to give you that information. If we 
start on the western Pacifie side, there are programs in the Philip- 
pines; in Formosa; in the Malayas; a small amount in Indochina; in 


Thailand, Burma, India, Pakistan, Indonesia, and coming along 
further we come to eastern Mediterranean programs which are 
carried forward in the eastern Mediterranean area in a good many 


of the countries | left out a moment ago Afghanistan, Ceylon, and 
Hong Kong. That covers the Asian picture. 


EUROPE 


Mr. Taner. Could you tell us what part of Europe you cover? 

Dr. Enuror. At the present time the programs in Europe are very 
limited because since 1950 there has been a gradual changeover from 
serving the European countries to serving the underdeveloped countries 


of the other parts of the world In 1952 there was a program 1n 
Greece and I believe in 1953 that has been finished and there is no 
new program contemplated. Also in 1952 there were programs in 


Italy, Yugoslavia, and Portugal 

There was also a contribution to the International Children’s 
Center in Paris. There is a contribution this year to Austria to help 
them with the vaccine program and also to help them with the handi- 
capped children’s program; and to Yugoslavia for a milk conservation 
project 

Mr. ANDERSEN. Any questions, Dr. Fenton? 


Mr. Fenron. I want to say that I am very pleased to have Dr 


Eliot give the fine description of the work which she has to do with. 
I am sure we all appreciate your great knowledge of this subject and 
I for one e rtainly appreciate her fine des« ription of the work 
Mr. ANDERSEN. I might say, Dr. Fenton, I have heard Dr. Eliot 
for years before the Labor and Federal Security Subcommittee and 
we always found her very well versed in whatever subject was at hand. 
Dr. Exior. Thank you. 


ORIGIN OF PROGRAMS 


Mr. Davis. I am a little curious as to how these programs are 
originated in the countries where the assistance is given. 

You told us that no programs are ever set up unless you have a 
request from the country. 

Could you tell me a little bit more about how this overall program 
is set up? I imagine you do it in the European headquarters? 

Dr. Exror. With respect to the management it is done in the 
European headquarters, and may I go to your first question first? 
Namely, what happens in the countries? When UNICEF came into 
existence, actually in 1947, the first programs initiated were UNRRA 
programs, and in the early days the program was almost entirely 
centered in Europe. The requests for help to the Children’s Fund 
came from the countries that had already been receiving UNRRA 
help. 
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As you know, in the beginning, the program really was for the 
benefit of children in those countries which had been devastated by 
the war. That was the European phase of the work. The executive 
board, however, was made up of representatives from a number of 
countries from other parts of the world and there was a good deal of 
emphasis during the first 3 years on whether or not the work might 
be extended to other countries where there had been trouble caused 
by the war and needs of children had arisen. 

‘These countries, therefore, were aware of the fund and they, of 
their own accord, asked whether there could be help given to them. 
They asked the International Children’s Fund to send a representative 
out to see them in their own countries. This was back in about 1948 
when the initial visit to Southeast Asia—for instance to the Philip- 
pines and to some of the eastern Mediterranean countries—took 
place. Such an expert was sent by the fund to meet the request of 
the countries and to discuss with them what could be done, if anything. 

The policies of the fund changed so that the underdeveloped coun- 
tries were brought more and more into the picture and the resources 
of the fund were not spent largely on the children in war-devastated 
countries. The activities of the fund had become pretty well known 
For instance, the Government of India was well acquainted with the 
kind of work that had gone on prior to 1950 and prior to 1949 and 
therefore they sought help from the fund themselves, initially for 
feeding projects, and great stress was put on the health programs for 
children. 

At the present time something like 84 different countries and 
territories have had some form of help from UNICEF. That being 
so, the countries all know about the programs and know about the 
different kinds of work that UNICEF is in the position to give assist- 
ance on. Therefore, in most cases, I believe the programs are 
initiated by the government officials talking with representatives of 
UNICEF when they come to those countries to visit the projects 
vhich are already in operation. They may also originate by a govern- 
ment spokesman saying to a WHO representative, “Now, would it be 
possible for us to initiate a health project in this area for this type of 
work and would it be possible for us to get in touch with the UNICEF 
staff in their regional office and find out what can be done.”’ So, in 
one way or another, a country knows about the type of work which 
can be done. 

[ think I can say that the administration of UNICEF has not sent 
people out to “drum up trade.”’ That is the common expression for 
that kind of work and I feel sure that that has not happened. 

In the early days of the work in Europe, I, myself, made the initial 
visit to Europe for the fund. I was invited to take leave of absence 
from the Children’s Bureau and go on the UNICEF staff, which | 
did for 4 months. I was not visiting those countries at my own ini- 
tiative or at the initiative of UNICEF, but because the countries had 
asked to have someone come in. So, I know how it was run. Since 
then I also know that the staff is well known everywhere now and 
therefore the requests come spontaneously from the countries. 

There is one other point which I would like to make and that is that 
where there is a project in the field of milk conservation or feeding 
for children, a representative of the Food and Agriculture Organiza- 
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tion is invited to visit the country at the same time that the UNICEF 
people visit it so that there can be a true joint agreement with respect 
to the kind of projects which will be undertaken and there will not bi 
a crossing of wires or an overlapping of activity. 


DECISION ON RECIPIENTS OF PROGRAM 


Mr. AnpERSEN. The decisions as to where the programs will bi 
carried out are made by a board? 

Dr. Exior. By the Executive Board of the fund. 

Mr. Davis. How many are there on this board? 

Dr. Exrior. Twenty-six countries are represented on the Board. It 
is made up of 18 countries which are represented on the Secial Com- 
mission and 8 others. The 8 others are elected, but I will have to 
complete the record on that. 

Mr. Ingram. I believe I have that information here. 

The elected members are Austria; Italy, which is not a United 
Nations member but has be “ na contributor; Pakistan; Peru; Switzer- 
land, which also is not a U. N. member but has contributed; Thailand, 
Uruguay and Yugoslavia. Those are the eight elected members. 

Mr. Davis. That makes 26 members and they each have 1 vote on 
that Board? 

Mr. Incram. That is correct. 

Mr. Davis. I would assume that a majority of the members of the 
board would be representatives of nations who might be considered 
as recipients of the program rather than the heavy contributors? 

Mr. Incram. There is not a majority. You have represented on 
the board Canada, who has contributed: France, who has contributed: 
and other countries—Norway, who is a contributor, and so on. You 
also have Austria on the Board. 

Mr. Davis. Those are among your elected countries, but there is no 
relation between the man who pays the fiddler and the one who calls 
the tune, so to speak, on the board. 

Mr. Incram. There is no weighted board. 

Dr. Exitor. I would like to say one word in connection with that 
because I have sat in on a number of Board meetings in one capacity 
or another and I do know that the Board gives great weight to the 
opinion of the largest contributing countries in terms of the scope of 
the program and in terms of the way in which the program will be 
developed. I think there is little question of that. 

In the program committee which I sat on and in which we review in 
detail all the projects as they come along, the United States is 1 of 12 
members, and other members on that committee are Canada, China, 
Brazil, Australia, Ecuador, France, India, Israel, the Philippines, the 
United Kingdom, and Russia. In other words, the contributing 
countries are more heavily represented in the program committee 
which makes the initial decision in referring the projects to the Execu- 
tive Board. 

UNITED STATES CONTRIBUTION 


Mr. Davis. I have a fairly strong recollection with respect to the 
original 33% percent limitation which was put into this appropriation 
some time ago, that that was for the purpose of limiting the United 
States contribution to the central fund to that percentage. Was that 
the way it originally was, and then it was compromised at something 
else in conference? 
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\ir. Incram. No, sir. I think there was considerable difference 
of opinion as to how and what the intent was with respect to the 
$5.750,000. That was the contribution before our last one. When 

ir last contribution came along the House Foreign Affairs Committee 
ind the Senate Foreign Relations Committee in drafting the legislative 
authorization made it clear that the one-third related to total contri- 
sutions. Including the contributions of countries receiving assistance 
or their own benefit. 


EXPIRATION OF AUTHORITY FOR PROGRAM 


Davis. If the authorization for this program expires on Decem- 
er 31, 1953, we certainly would be going contrary to our normal 
policy in making an appropriation beyond the authorized life of the 
program, and I wonder what would be the best estimate of the appro- 
priation that would be coincidental with the present authorization? 
Dr. Exror. I would like to speak to that point for a minute. | 
think we may rest assured that the fund will continue and that the 
General Assembly will continue it in some form. The present in- 
lications are that it will be continued in its present form with some 
administrative modifications possibly, but essentially as it is 
The important point that I want to make is that unless some funds 
are available at the end of the year or the beginning of the following 
calendar year, the fund will be curtailed in its activities very materi- 


ally. As a matter of fact, the present situation in the fund is one of 
inability to meet the requests of the governments at the present 
time. J am sure you are aware of the fact that there is before the 


Appropriations Committee a request for a supplemental for this 
current year of $9,814,333 that is already authorized for this year. 
Without that money the fund’s ability to serve children in the various 
countries is going to be extremely limited this very year that we are 
working In now. 

At the last Executive Board meeting in March, the Board allocated 
o country projects all of its resources except approximately $3,000 
at that time. Since then a small amount has come in from other 
oe which has brought that up to about $750,000, which 
will be approximately the full amount available to the Board in its 
coming meeting in September. 

The appropriation of the $9,814,333 which is in the supplemental 
appropriation for this year would, of course, give life to the fund for 
the remainder of this year. 

Mr. Gary. Do you mean that the amount requested as a supple- 
mental appropriation would carry the fund over to the end of this 
calendar year? f 

Dr. Error. To the end of this calendar year; that is right. 

Mr. Oury. Might I interject one thing there to clarify this question? 

Mr. ANpERSEN. Surely. 

Mr. Outy. The United Nations operates on a calendar-year basis, 
and our customary procedure, because we are on a different fiscal-year 
basis, is to include in the prior fiscal year—that is, ve fiscal year that 
covers the first 6 months of the U. N. calendar year—the money for 
the entire following calendar year. This e nables our representatives 
in the General Assembly and other organizations during the summer 
and fall to make pledges which are backed up by funds that have 
already been made available. I would just add that the supplemental 
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estimates have been submitted, but I understand from the chairman 
that he does not want to consider them in our testimony this afternoon, 
although we would be glad to put that information before you if you 
wish it. 

Mr. Davis. Then, it is correct to say that this entire $9 million 
requested is for a period of time beyond which this organization is 
not authorized? 

Mr. Onty. That is correct. 

Mr. Incram. Not authorized by the United Nations as of this time 

Mr. Gary. It is authorized by the Congress in the authorization 
bill? 


Mr. Ineram. Yes, sir; that is right. 
INCIDENCE OF TUBERCULOSIS IN EUROPE 


Mr. Gary. Doctor, what is the incidence of tuberculosis among the 
children of Europe at the present time? 

Dr. Exror. I cannot give you the exact figures, Mr. Gary, but I will 
try to supply those for you. I know that the reports are that it has 
been decreasing since the war, but from a good many of the European 
countries it is not possible to get data at the present time. In those 
western European countries the tuberculosis rate has been dropping. 

Mr. Gary. I remember when former President Truman recom- 
mended the Greek loan, he cited some statistics in that connection 
that were appalling. I do not recall what they were now, but the 
incidence among the children of Greece at that time was terrific. 

Dr. Exror. That is right. 

Mr. Gary. Is that situation better now? 

Dr. Exror. I understand it is better, Mr. Gary, and I would be 
happy to try to supply some figures for you for the record. 

Mr. Gary. I wish you would. 

Dr. Exror. I visited Greece in 1947 

Mr. Gary. So did I. 

Dr. Exror. And I visited a great many couvtries in Europe in 1947 
and never have I seen anywhere such an amount of tuberculosis 
among children. That was why I advised the Children’s Fund at 
that time to initiate the program of vaccination against tuberculosis, 
and it was carried out in a great many of the European countries 
very successfully. 

The following information was supplied :) 

INCIDENCE OF TUBERCULOSIS IN EUROPE 

The statistics on deaths from tuberculosis in Europe are not available by 

age groups for the vear immediately after the war and the most recent year. An 


exception is Belgium which has reported statistics for 1945 and for 1950 by age 


groups as follows: 


Number of cases 


Age group | 
1945 | 1950 
1 121 50 
1-4 132 94 
5-14 204 81 
15-24 1, 044 423 


Source: Annual Epidemiological and Vital Statistics, World Health Organization. 
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The total deaths from tuberculosis in Europe for the years 1946, 1948, and 
1950 are as follows: 





Country 1946 1948 1950 

rermany 32, 682 31, 066 18, 806 
Au 4 7, 681 6, 111 7 

} um 5, 519 4,716 a 
Denmark 1,329 1, 034 588 
sin 32, 313 31, 543 29, 292 
ul 33, 699 30, 637 24, 364 
ily 37, 885 28, 138 19, 696 
rway 1, 999 1, 691 947 
ted Kingdom 22, 388 21, 665 15, 969 
ind (Rep.) 3, 390 3, 103 2, 380 
Netherlands 4,419 2.770 1, 922 
Swede! 3, 666 2,813 1, 553 

rce: Annual Epidemiological and Vital Statistics, 1947-1950, World Health Organization 


According to a recent press release of the World Health Organization, the drop 
tuberculosis mortality is more marked among young people. It is very 
ronounced in children and adolescents, and becomes progressively less marked 


the later age groups. 
PROGRESS OF PROGRAM 


Mr. Fanron. I wonder whether or not you could supply for the 
record the amount of money that was put into this kind of program 
since its inception for each country—the total amount that we have 
supplied, and the incidence of the prevalent diseases in each of those 
countries at the time that we instituted the program and the progress 
that was made from this fund, plus the incidence presently of those 
prevalent diseases. 

In other words, I would like to see what progress this program 
has accomplished. 

Dr. Error. Mr. Chairman, I would like to say to Dr. Fenton that 
he is asking me a very hard question. 

Mr. Fenron. I know that. 

Dr. Exior. Itisa hard question to answer. 

Mr. ANDERSEN. You just do the best you can to furnish the informa- 
tion as far as possible. 

Dr. Extor. Yes, I will certainly furnish you whatever I can get 
but it isa very hard question to answer. 

Mr. Fanron. I am sympathetic with the program and I would 
like to fortify my argument or any argument that might come up 
with realistic data. 

Dr. Exior. I will give you whatever I can get that is available. 

(The following statement was subsequently submitted:) 


SELEcTED Facts on UNICEF Arp In Mass H&ALTH CAMPAIGNS 


Statistical data relating to the incidence of disease in the various countri 

eceiving UNICEF aid, both at the time such aid started and at the present time, 
are not readily available Much of the information would have to be obtained 
from the World Health Organization in Geneva In some instances, the health 
reporting of the countries concerned is so incomplete that there is not adequate 
statistical data available to determine morbidity rates However, there follows 
a few examples of the type of work which the United Nations International 
Children’s Emergency Fund (UNICEF), together with the World Health Organi- 
zation, is conducting in the mass health field in Asia, the amounts of funds al- 
located from the central account of the Fund toward these programs, and the 
numbers of children reached by each program 
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These mass health programs which UNICEF is assisting in Asia are indicatiy 
of the type of assistance in this field which the Fund is providing to countrie 





in other underdeveloped areas of the world 

The UNICEF-aided countries in Asia have half the world’s children. The, 

ne from families with an annual income of less than $50 a person, so the 
need is great 

In Asia UNICEF’s aid has been directed toward two goals: One, to build uy 
and extend the countries’ basic facilities for maternal and child welfare; and, two, 


to bring under control, or at least attack on a wide scale, those diseases that ar 
affecting millions of childre1 These diseases are responsible not only for thi 


death of large numbers of children, but no less serious, for the weakened cor 





dition in which those who survive reach manhood and womanhood. 

In Asia mass campaigns are being conducted against malaria, tuberculosis 
yaws, venereal diseases, and others From the beginning of the Fund throug! 
December 31, 1952, a total of $8,717,000 had been allocated by UNICEF fron 
its central account to assist these mass health programs. This amount is dis 


ibuted among the several major programs as follows: 


to 


Yaws and syphilis control $2, 383, 000 
Tuberculosis control 947, 000 
Malaria and typhus cont! 112, 000 
Other distance contro! 110, 000 
Antibiotic prod tio! 865, 000 


ob 


t 


Total 8. 717. 000 


s have resulted in the examination and treatment of largé 

( DV tl fall of 1952 nearlv 14 million children had beer 

losis and over 5 million vaccinated through UNICEF-assisted 
In campaigns against yaws 5.1 million children had bee: 
5,000 treated DDT provided by UNICEF made it possible t 
illi ple in 1] 152 against malaria and other insect-borne 


‘ountries and programs are illustrative of the types of assistanec 





\ ; mint? ‘Ss renerally 


PHILIPPINES 


n the Philippines, where there are 7 million children under 16 vears, UNICEF 





is aiding ma campaigns against vaws and syphilis, both of which seriousl 
enace the heal ) he childre and it also coopers ited in efforts to combat 
Iperc losis and d htheria \ total of $467 000 had been allocated from the 
central account of UNICEF for disease control assistance, as follows: 
Yaws and philis contro  d&268 000 (firsia location ( nvroved in Febri ary 1951 
The campaign against yaws was begun in August 1951 in 2 of the 9 Eames 
where yaws ce t sa ious child health problem. In 1952 provision ws 








ade for extendir he camy xn to the other 7 affected provinces. Plans call 
for t ‘ ation of approximately 2.8 n illion persons by the end of 1954 
Through 860,000 had been examined and over 25,000 treated. 
Tuberculosis control. &185.000 first allocation approved in December 1949 
The mass BCG campaign, which started in January 1952, has the goal of 
tuberculin testing all 9 million children under the age of 15 years by the end of 
1954, and vaccinating all negative reactors Approximately 550,000 were tested 
and 200,000 vaccinated in 1952 
Dipth 1a immunization, 32.000 (allocation approved in November 1950 


UNICEF provided sufficient toxoid in 1951 to immunize approximately 500,000 
childret 
THAILAND 


In Thailend there are 6 million children under 16-years of age. Over half the 
aid granted by UNICEF to Thailand is going into a mass campaign against yaws 
There is also a can palgi to reduce the incidence of tuberculosis primarily through 
BCG vaccination. 


(a Yaws yntro!l. $7 80.000 (first allocation ros May 1950 


When in 1950 the Government first asked UNICEF assistance against yaws, it 
was thought that no more than 225,000 persons were affected with yaws. It has 
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been found that the number is much greater, perhaps as high as 1,350,000 
In 1952, 1 million children were examined and 120,000 treated The campalgi 
Lims to examine 2 million more per year in 1953 and 1954 Thereafter the mass 
smpaign will be contin ied through 1956, by which time it ts expected that all 
ons in affected areas will have been rea ‘hed, so that the disease can be dealt 

th through permanent publie health facilities. 


Tuberculosis control, $158,000 (allocation approved in Al | 1952 
Che goal of the BCG campaign, which started in October 1952, is to test 5 
lion young people within 4 years. 


Valaria control. $4 , 000 (allocation appro ed in May 19450 

This demonstration, which was completed in May 1951, protected approx- 
itely 425,000 persons from malaria, and helped to lay the foundation for a 
itionwide control scheme which the Thailand Government is now carrving 
rward with the aid of the Mutual Security Administration 


INDONESIA 


One of the major emphases of UNICEF aid in Indonesia is on vaws contro 
rhis disease, which got out of control during World War II, constitutes a serious 
child health problem. 

Yaws control, $1,200,000 (allocation approved May 1950 

he attack on yaws, originally planned for 2 provinces, was extended in 1952 to 
over all vaws-infested areas. Through 1952, 2,500,000 persons had been exam- 
ned and 300,000 cases treated. 

Similar mass campaigns against disease, with substantially similar results, are 

ng carried on in other countries of Asia, and in Africa, Latin Ameriea, and the 
eastern Mediterranean area, 


KNOWLEDGE OF UNITED STATES CONTRIBUTION 


Mr. Inecram. Mr. Chairman, could I add one item before you close? 
The question is frequently asked if the countries that receive this 
assistance know that the United States has been the principal con- 
tributor. They look at the fact that the Soviet states are members of 
the U. N. and say, “Do not they get the credit for it, too?” 

I have here an item from the New Delhi Statesman of June 24 of 
this year which is short and it might be worthwhile to place it in the 
record. There is an inaccuracy as to the size of the United States 
contribution, but with that exception, it is all right. 

(The matter referred to follows:) 


We have it on the authority of Izvestia that ‘‘while the growing generation in 
the U. S. 8. R., China, and the European p2ople’s democracies are leading a 
happy and joyful life and enjoy general attention, the children in the capitalist 
countries are in an extremely hard position. It is due in a great measure to the 
arms drive.””’ The U.S. A., Britain, France, Italy, Japan, Turkey, and Moroeco 
are picked out to prove the point, at least to the newspaper’s satisfaction. Un- 
fortunately, children are in trouble in many more lands than these, and fer no 
imple reason like an arms drive. India and Pakistan are examples, also Burma, 
where it is calculated 300 out of every 1,000 babies fail t> see their first birthday 
These countries have been very grateful for the help given t» them through the 
U. N. International Chiidren’s Emergency Fund. But the future of this 6-vear-old 
agency is now in some doubt. Funds have for some time been critically short 
They are contributed on a voluntary basis by some 60 nations, but the U.S A.’s 
contribution this year is four times that of all the others put together. This 
suggests extraordinary altruism on the part of a country where, aceording to 
Izvestia, ‘millions of Americans do not attend schoo)’’ and in which tere is a 
shortage of 325,009 classrooms.’’ On the other hand tbe U. S.&. R., where 
children apparently do n>t want for anything, does not contribute a ruble to the 
International Children’s Emergency Fund. 
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DISTRIBUTION OF MILK 


Mr. Fenton. Of course, I remember the first assembly of the World 
Health Organization in Geneva in 1948 and Russia was a member of 
that organization at that time and now she is not. 

A great deal of trouble with the children throughout the various 
parts of the world is certainly due to nutritional defects and the doctor 
has emphasized the need for milk in the countries. Has there been 
any improvement through this program which reflects an increase 
in milk production? 

Dr. Exror. I think the answer is “Yes.’”’ As a result of the Child- 
ren’s Fund’s efforts to develop or to assist countries in developing 
plants for the drying of milk so as to make the distribution of milk 
more effective in the country, that situation is greatly improved. 
In some countries there is a good supply in certain seasons of the year 
in a limited area. It is impossible to save that milk because they do 
not have pasteurizing and drying plants. Therefore, that milk may 
actually go to waste at the time. The Children’s Fund has been 
helping the countries develop drying plants and pasteurizing plants so 
as to increase their ability to distribute the milk more effectively. 
That has been going on now in a number of countries and I think by 
and large the influence of the fund is definitely in the direction of im- 
proving the milk supply in various countries. 

Mr. Fenton. Thank you. 

Mr. Onty. Off the record. 

(Discussion off the record.) 


Unirep Nations Korean Reconstruction AGENCY 


Mr. ANDERSEN. Congressman Ford, of our committee, is very well 
versed in this work and will take over the chairmanship on this item. 

Mr. Forp. Mr. Hall, will you make a general statement, and then 
we will ask questions with reference thereto. 

Mr. Hauit. Thank you, Mr. Ford. I am Graham Hall. I serve 
as special assistant to the Assistant Secretary of State for United 
Nations affairs, with particular reference to relief and rehabilitation 
in Korea. For the convenience of the committee, if they desire, | 
have a brief statement to file for the record, and then I am prepared to 
make a very short—let us say—10-minute preliminary statement on 
only 4 poimts. 

The military aggression against the Republic of Korea has caused 
vast damage to its economy “and great suffering and privation for its 
people, resulting in the necessity that economic assistance be furnished 
to enable the Korean people to sustain their military resistance to 
aggression and, in time, to recover from the ravages of war. The 
United States has been providing economic assistance to the Republic of 
Korea by contributions to the United Nations Korean Reconstruction 
Agency (UNKRA) which was established in December 1950 by the 
General Assembly of the United Nations to provide relief and rehabili- 
tation in Korea. During the continuance of hostilities, the United 
States has also provided through the Unified Command in excess of 
$300 million for emergency direct civilian relief in Korea. The Unified 
Command has the primary responsibility for emergency civilian relief 
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until a time after a cessation of hostilities; and, during such contin- 
uance of hostilities, UNKRA has been engaged primarily in rehabilita- 
tion activities. 

The United Nations authorized an initial $250 million budget for 
UNKRA to be met by voluntary contributions from governments. 
Of this initial amount, the United States pledged, subject to the ap- 
proval of the Congress, $162.5 million as its share. Pursuant to ap- 
propriations made “under the Mutual Sec urity Act in fiscal years 1952 
and 1953, the United States has paid $50.75 million on its ple dge, leav- 
ing a balance of $111.75 million. The present appropriation request 
is for $71 million. In addition to this appropriation request, legisla- 
tion has been requested which would authorize the United States 
Department of the Army to make available toward the United States 
contribution to UNKRA, at the time when UNKRA assumes that 
responsibility for emergency civilian relief now being exercised by the 
Unified Command, civilian relief supplies in the Army pipeline to 
Korea of a value not to exceed $40.75 million. Thus, the requested 
appropriation together with the requested authorization for transfer 
of Army pipeline civilian supplies would total $111.75 million and 
would complete the payment of the pledged amount of $162.5 million. 


OBJECTIVES OF UNKRA PROGRAM 


The overall purpose of UNKRA’s program is to assist the Korean 
people in their own efforts, first, to produce the basic necessities of 
life and, then, to restore a stable economy. The principal objectives 
of this program are to assist in (1) providing food, shelter, clothing, 
and medical services required to sustain life, (2) developing agricul- 
ture, fisheries, coastal shipping, and mining so as to minimize food 
import requirements and to maximize exportable surplus, (3) rehabil- 
itating or reconstructing the damaged or destroyed Korean facilities 
for the production of goods and materials, and in some instances 
such as a fertilizer plant) constructing a facility which had not 
previously existed, thus restoring and increasing the Korean produc- 
tion of goods and materials and making the maximum use of indigenous 
resources, (4) counteracting the inflationary tendencies resulting from 
the war conditions, (5) achieving economic conditions conducive to 
the maintenance of economic and political stability, and (6) training 
Koreans in technical skills such as agriculture, industry, public 
health, and eduction. 


CURRENT STATUS OF UNKRA PROGRAM 


Continuance of hostilities and the consequent military requirements 
necessitated the deferment of large-scale operations by UNKRA 
until January 1953. At that time, UNKRA, in agreement with the 
Unified Command and the Republic of Korea, embarked on a program 
of rehabilitation calling for the obligation of $70 million prior to 
July 1, 1953. UNKRA has proposed a $130 million program for 
fiscal year 1954. This program does not include the expenditures 
which would be necessary if UNKRA assumes during fiscal year 1954 
the responsibility for emergency civilian relief now being exercised 
by the Unified Command. 
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COORDINATION OF ECONOMIC ASSISTANCE TO KOREA 


A coordinating committee composed of representatives of thx 
Republic of Korea, the Unified Command, and UNKRA functions i: 
Korea for the purpose of coordinating the respective parts of th: 
overall economic assistance efforts in Korea to be fulfilled by each 
of the three entities. 

In addition, UNKRA has employed and loaned to the United 
Nations Civil Assistance Command 137 persons who have professiona!| 
or special training for the civil assistance work. This plan is designed 
to continue during the period while the United Nations Command ha 
primary responsibility for emergency civilian relief. In this way 
UNKRA is able to give immediate assistance in emergency civilia: 
relief work as well as to insure an efficient and swift changeover whe 
the full responsibility for such work may be assumed by UNKRA 
This staff is engaged in the distribution of relief supplies, the preven 
tion of epidemics, related health and welfare activities, educational 
activities, and coordinated planning of longer range rehabilitatio: 
projects. 


UNITED STATES PARTICIPATION IN UNKRA POLICY DETERMINATION 


The Secretary General of the United Nations, after seeking thi 
advice of the UNKRA Advisory Committee, has appointed Lt. “Gen 
John B. Coulter, USA, retired, to take office as Agent General of 
UNKRA on May 16, 1953. General Coulter has served as the Chief, 
Washington Office, UNKRA, for the past year. The UNKRA Ad 
visory Committee meets frequently to advise the Agent General on 
major financial, procurement, distribution, and other economic prob 
lems pertaining to the planning and operations of UNKRA. The 
United States is a member of the Advisory Committee. The othe 
members are United Kingdom, Canada, India, and Uruguay. 

Mr. Hau. I hope I can be particularly useful in answering the 
questions that the committee may have in mind and I would like to 
keep my remarks very short so as to get to the heart of your questions 
as quickly as possible. 

I do have a fresh recent understanding of many of the problems 
as I was working in Korea as recently as last month. 

I am certainly not going to tell this committee anything about the 
need as it exists there, except just to say when you have worked with 
it and seen it with your own eyes, you perhaps get a better impression 
of the overwhelming destruction, privation, homelessness and _ all 
the factors that go into the collpased condition of the country. 


SOURCE OF FUNDS 


A question which I know is very close to the interest of the committee 
in regard to making appropriations is with respect to the program 
itself. We will start first from the viewpoint of how the program is 
financed. That is, what is the source of the funds? 


Ve 
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Thirty-three governments, including the United States, have 
pledged or contributed to UNKRA a total of $207.5 million. Of 
this amount, $70.5 million has been paid. As you will reeall, the 
General Assembly authorized an initial budget goal for UNKRA of 
$250 million. 

Now, with respect to the remainder of the pledges to be sought, very 
earnest efforts are being made currently to secure the pledges to bring 
them up to the total amount of $250 million. As to the payments 
which have been received on the pledges, the majority of the govern- 
ments who have pledged have paid in full; that is, the majority in 
number of the pledging governments. Canada, as one of the larger 
contributors, is among those which has paid in full. The United 
States has paid in fiscal years 1952 and 1953 $50.75 million. The 
request now before vou, as you will have noted from your justification 
sheets, is for $71 million. 

On page | 61 vou will note that the requested figure is $71 million; 
however, vou might care to note on page [—55 there is shown an indi- 
eition of a carrvover from fiscal year 1953 in the amount of $700,000, 

‘h wou Md result in a reduction of the requested appropriation to 
0.300.000. 

[ might sav in just a word that the reason this is not reflected 
throughout the document is that the Office of the Director for Mutual 
Security was informed after the justification sheets were prepared that 
the Department of the Army had now determined as the final release 
or deobligation of old ECA funds, that the remaining $700,000 would 
be available. 

You will recall, gentlemen, that all United States appropriations ‘o 
UNKRA up to date have been appropriations of carryover balances 
of the old ECA funds. So, you will pardon me if I slip from time to 
time and refer to the request in the round figure of $71 million. 


SCRUTINY IN PREPARATION OF PROGRAM 


Now, the next point that I suppose is of special interest to the com- 
mittee is the question of how carefully is the UNKRA program pre- 
pared to insure that it goes to the heart of the need on the one hand 
and that it does not duplicate what the Army is doing with its CRIK 
funds on the other hand, and that it properly takes into consideration 
the best that the Korean Government could do from their budgeted 
funds on that hand. 

On that, the system which is being used is well designed. It is 
coordinated and there is a Coordinating Committee composed of 
representatives of the ROK Government, of the United Nations 
Command under General Clark and of UNKRA. Before a contem- 
plated program or project reaches that Committee it has been dis- 
cussed and worked on by the UNKRA staff and the staff of the United 
Nations Command. May I mention in passing that | am sure you 
will recall that the Memorandum of Understanding, that is, the agree- 
ment between the United Nations Command and UNKRA, provides 
that UNKRA will not undertake any program or individual project 
except by agreement with the U nified Command. That is the recog- 
nition of the military necessities which have prevailed in the situation. 
When a contemplated UNKRA program has thus been considered in 
a preliminary way by the staff of UNKRA and the Unified Command, 
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it is then considered very extensively by the Coordinating Committee 
to which the third party, the ROK Government, has then been added. 
The best summary, and | think the exemplification of that situation, 
is reflected by the telegram from General Clark’s headquarters with 
respect to the proposed UNKRA program for fiscal 1954. 

This telegram is dated June 16, 1953, and the telegram states 
and I will paraphrase just slightly, if you please: “The UNKRA 
program for fiscal year 1954 was approved by this Headquarters for 
submission to the Joint United Nations Command, Republic of 
Korea, and UNKRA Committee at Pusan. The Joint Committee 
approved the program. In this connection it is pointed out that the 
UNKRA program has been developed and has been regarded here as 
part of the integrated program of economic assistance for Kores 
The Tasca Mission has accepted the UNKRA program as an integral 
part of the overall program.”’ 


UNITED STATES PARTICIPATION IN UNKRA POLICY 


Another point that I trust is of interest to the committee is what 
degree of participation does the United States have in determining 
UNKRA policy? May I answer that question in this way: The 
present Agent General of UNKRA who was appointed by the Secre- 
tary General of the United Nations on May 16, 1953, is Lieutenant 
General Coulter, United States Army, retired, who had had 3 years 
of both military and diplomatic experience in Korea and thereafter 
has served a vear as the Chief of the Washington office of UNKRA 
before this appointment. He was sponsored by the United States. 
The Secretary General made the appointme nt after consultation as 
required with the UNKRA Advisory Committee. 

The UNKRA Advisory Committee is composed of five governments, 
the United States, the United Kingdom, Canada, India, and Uruguay. 
Thus, the Advisory Committee, under the terms of the resolution 
establishing UNKRA, functions and meets frequently to advise the 
Agent General with respect to all major questions of an economic and 
financial nature, procurement distribution of a related nature, includ- 
ing of course very specifically the composition of the UNKRA pro- 
gram. Thus far, the Agent General and his predecessor have followed 
the advice of the Advisory Committee. 


STATUS OF UNKRA PROGRAM 


One final point, if you please, gentlemen. What is the current status 
of the UNKRA program? You probably recall that it was not until 
January 1953 that the military necessities of the United Nations 
forces in Korea for the first time premitted UNKRA to embark on 
any large-scale operations. Since that date UNKRA has been engaged 
in a program calling for the obligation of $70 million, and as you ‘know 
from your justification sheets UNKRA has proposed a program of $130 
million for fiscal year 1954. 

Both the $70 million program and the proposed $130 million pro- 
gram for fiscal 1954 are outlined in your justification papers. In 
addition to that, I have with me several reports which greatly expand 
the outline in respect to the detail of the projects individually, and 
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those reports, as you know, have been furnished to your special staff 
who were recently in Korea. 

I think, gentlemen, I would like to welcome your questions now 
and not take your time unduly in a direct statement. 


RELIEF AGENCIES SINCE KOREAN HOSTILITIES 


Mr. Forp. I think the committee would like to know what agencies 
since the outbreak of the Korean hostilities have been operating either 
in relief or rehabilitation activities. 

Mr. Haut. Let us start with the United Nations Korean Recon- 
struction Agency, UNKRA, and then I presume the committee is 
familiar with the operation of the United States Department of the 
Army through its CRIK funds for direct emergency civilian relief in 
Korea. Those are the only two agencies in a comparable sense. 

In addition to that, the voluntary agencies such as CARE, American 
Relief for Korea, and the Red Cross have performed their usual 
functions. Also, the churches have, to the best of their ability under 
the disordered conditions, done valiant work in restoring some of their 
operations. 

UNITED STATES RELIEF IN KOREA 


Mr. Forp. Do you know how much the Government of the United 
States has contributed through CRIK for relief in Korea 

Mr. Hau. Yes, sir. The figures which I will give you are those 
furnished by the Department of the Army at the request of the House 
Foreign Affairs Committee on June 15, 1953. 

Since 1945 a total of $818 million worth of nonmilitary aid has been 
furnished to the Republic of Korea. All but $106 millon of this has 
been expended. Of the $818 million total, $430 million has been 
furnished since the outbreak of hostilities in Korea. Out of the 
- 30 million, it is my best information that the major oar of that by 

ar represents CRIK funds. ‘The last figure given me by the Depart- 
ment of the Army indicated largely in excess of $300 million as CRIK 
funds, but I am told the item of $430 million represents, in addition 
to CRIK funds, some items which are in a twilight zone as distin- 
ruished between emergency direct relief and items which might have 
some common use, such as a bridge that the military could also 
travel over. 


COMPARATIVE SUMMARY OF OBLIGATIONS 


Mr. Forp. Turning to the justifications on page I-61, I think we 
vught to insert that sheet in the record at this point. 
The matter above referred to is as follows:) 


EK. Unirep Nations KorREAN RECONSTRUCTION AGENCY 


Comparative summary of obligations 


Actual, Actual, Estimate, 
Fiseal year Fiscal year Fiseal ye 
1952 1953 1954 


d States contributions to United Nations Korean Recon- 
ruction Agency (UNKRA $10, 000, 000 $40. 750. 000 $71, 000, 000 
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UNKRA program and plan of expenditure 








In thousands of dollars} 
Actual, Estimate, Estimate 
Fiseal vear Fiscal vear Fiscal ye 
1952 1953 1954 
1. Re i 
Agriculture and fisheric $492. 74 $6, 000 $12, 2 
Industries 193. 63 8, 150 2 
Power 5. 100 6, o 
l ¢ 9. 97 6, 900 14 
2, 000 6, 7 
Hor ¢ OOO 
Edueat 466. 83 Ss, 000 \ 
Healt S tat 1 t 24. 95 2, 500 
t com jit r stal t nport 20, 000 Ss 
rier 
I lfor UNCACK 556. 67 2, 500 2. OM 
u t tar 500 ) 
eal-assistance pr t 350 ] 
Oper nal person d est hment 856. 92 2 5OO 1 
Adn trative costs 971.61 2, 500 l 
lot 7 ( 0, 000 130. 0 
Required to meet United States edge 111,7 
Esti ‘ ippl Sones 7 410) 
( I I bi juiré 71, O 
When UNKRA was established on Dec. 1, 1950, the military circumstances indicated an early ces 
tion of stilitic Because such cessation of hostilities did not occur, UNKRA was prevented by militar 
circumstances from undertaking large-scale operations prior to January 1953. UNKRA disbursement 
prior to fiscal year 1952 were $496,8 


Mr. Forp. The actual request for fiscal 1954 is $71 million; is that 
‘orrect? 

Mr. Hau. $70.3 million is the revised request. 

Mr. Forp. That shows the deduction of $700,000 previously men- 
tioned? 

Mr. Hau. Which is the just discovered carryover; yes, sir. 


ESTIMATED SUPPLIES FROM RELIEF PIPELINE 


Mr. Forp. What is the figure at the bottom in the right-hand 
column labeled ‘Estimated Supplies from Relief Pipeline,’ showing 
a total of $40,750,000 that is used as a deduction from the $111,750,000? 

Mr. Hau. That figure is explained as follows: The authorizing 
legislation provides that at a time when the Department of the Army 
may retire from direct emergency civilian relief activities such as the 
CRIK fund, the remaining civilian supplies in its pipeline may be 
turned over as part of the United States contribution to UNKRA, 
all within the original $162.5 million pledge which the United States 
made to UNKRA, subject to approval of the Congress. 

Mr. Gary. Was our original pledge $162 million? 

Mr. Hau. $162.5 million. 

Mr. Gary. Toward a program of $250 million; was it not? 

Mr. Hau. That is correct. 

Mr. Forp. The percentage was 65 percent of the total? 

Mr. Hauu. That is the proportion represented by the $162.5 
million of the $250 million. 

Mr. Gary. What portion of the $162.5 million promised by the 
United States has been appropriated? 

Mr. Hau. $50,750,000, being the balance of the unexpended ECA 
funds. 
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\fr. Gary. How much of the total funds has been contributed? 
Mr. Hau. $70,500,000 has been contributed, paid in, by 33 
vernments. 

\ir. Gary. Exclusive of the United States? 

\ir. Hauu. Inclusive. 

\ir. Gary. How much has the United States paid in? 

Mir. Hauu. $50,750,000. 

Mr. Gary. So that the other 32 nations have only contribute 
out $20 million? 

Mr. Haury. That is right. 


PLEDGES AND CONTRIBUTIONS 


Mr. Forp. It would be helpful at this point to include a chart as 
the latest date you have, Mr. Hall, showing the individual 
ates that have made pledges, the amounts pledged, the amounts 
id, and the balance outstanding. 

Mr. Hau. Ihave that chart as of July 1, 1953 

The matter above referred to is as follows: 


United Nations Korean Reconstruction Agenc Statement of pledges and 


contiibulions as of July 1, 1958 


[Expressed in terms of United States dollar 





Pledged Paid Balance 
tate 
Argentina 500, OOF | 
Austi 1a 4,002 1. 366, 856 2 635, 854 
Be 1m 200, 000 200, 000 
Burma 19, 034 19, 934 
Canada 6, 904, 762 6, 904, 762 
Chik 250, 000 250. 000 
rk RHO. OOM ONG 445 
yom n Republic 10, 000 10, 000 
Egvnt 28, 716 28, 716 
Fl Salvador (0 00 
Ethiopia 40, OOK 410, 000 
( itemala 
Honduras 2. HK 2. AOO 
I mesia 4 100, 004 
el OO 3. HO 
Lebanon 0), OO 0, OOK 
Liberia l On Myx 
Luxembourg 0. OOO 0, 000 
Netherland 263, 158 263, 158 
New Zealand AAO. O00 540. 000 
Norway 829. 000 11. 900 817. 100 
Panama wn OOO 
Paraguay 10, 000 10, OO 
Saudi Arabia 20, 000 20, 000 
weder OE x 22,2 644, 281 
ria 11, 408 11. 408 
United Kingdom 28 O00. OO 8. 540. 00K 19. 460. 001 
United States 162, 500, 000 50, 750. 000 111, 750, 000 
Venezuela 70. 000 70, 000 
lotal 206, 310, 80 69, 369, 502 136. 941. 304 
member states 
Austria 162, 986 162, 986 
Italy 960, 000 960, 000 
Monaco 281 281 
Switzerland 23, 256 23, 256 
Viet Nam 10, 000 10, 000 
Total 1, 156, 473 1, 156, 47 
rotal all governments 207, 467, 279 70, 525, 975 136, 941, 304 
1atemala has offered “several thousand tons of timber’’ which has not yet been valued 
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EXPENDITURES 


Mr. Gary. I wonder how much of that fund has been spent. 

Mr. Forp. Can you show on that chart, if you do not have it in 
your material, the actual expenditures as of that date? 

Mr. Hau. Do you prefer it as a separate table or in testimony now? 
I can give it either way. 

Mr. Forp. I think it would be helpful as a part of the same chart, 
but can you give us the information right at the moment? 


Mr. Hatt. Yes, sir. 
OBLIGATIONS AND EXPENDITURES 


Mr. Forp. Do you have it broken down by obligation and expendi- 
ture or just by expenditure? 

Mr. Hau. May I give it to you the way I have it and then expand 
on it if it does not answer your question? 

Mr. Forp. Surely. 

Mr. Hauu. The unobligated balance as of June 30, 1953, was 
$14,936,311. And may I add one word of explanation on that? 
There was an additional $8 million of procurement under review and 
ready for immediate obligation, but the UNKRA Advisory Committee 
considered that, in view of the uncertainties with which we are all 
familiar in Korea during the month of June, it was advisable to 
wait and see for a few weeks and not release that for obligation until 
the situation had clarified. 

Mr. Forp. That is $13 million out of the $70 million program? 

Mr. Hauu. $14.9 million unobligated. 

Mr. Forp. Out of approximately $70 million? 

Mr. Hau. That is right, sir. 

Mr. Forp. Plus another $8 million? 

Mr. Hauu. Which could have been obligated but was not because 
of the difficult political situation prevailing. 

Mr. Gary. If I may ask one other question, do you know whether 
or not Mr. Robertson made any further commitments beyond the 
$162.5 million in the recent conference with President Syngman 
Rhee? 

Mr. Hany. May I answer that in this way? Certainly not in respect 
to the United States contribution to UNKRA, as he was not in a 
position to discuss that. 

I would like to refer that to my colleague in the Bureau of Far 
Eastern Affairs who is handling that. 


rASCA MISSION AND REPORT 


Mr. Forp. That brings up the next question, which is the so- 
called Tasca trip to the Far East in the last 3 or 4 months. I pre- 
sume any additional contributions by this Government would be 
based on that so-called Tasca mission. Is that right? 

Mr. Hauu. The report is under consideration by the five interested 
agencies and departments of the United States Government at this 
time. I happen to be a member of the working group which is pre- 
paring the recommendations for consideration by the National Se- 
curity Council. It is in the stage of the working group, and final 








conclusions with respect to the recommendations based or not based 
on the Tasca report have not yet been reached. 

Mr. Forp. Do you have any information that you can give this 
committee, either on or off the record, as to what the Tasca report 
contemplates? 

Mr. Hau. You recall it is classified ‘“Secret’’ and in some respects, 
“Top Secret.” 

Mr. Forp. Before we get the off-the-record review that you are 

going to give us of the Tasca report, it might be well to put something 
in the record showing what the Tasca report resulted from, when Dr. 
Tasca went to Korea, at whose request, and any other information 
you can give us at this point. 
’ Mr. Hatt. All right, sir. About 3 to 4 months ago, the President 
of the United States appointed, as special representative, Dr. Henry J. 
Tasca. The terms of reference given to Dr. Tasca required him to 
investigate and report on the overall economic needs of Korea required 
to be met by external economic assistance and to make recommenda- 
tions with respect to the most effective way of coordinating the 
rendering of such assistance. 

Dr. Tasca spent 2 to 3 months in Korea with his staff, and he has 
prepared and submitted to the President a report of the Tasca mission 
containing the analysis of the problems and his recommended 
solutions. 

Mr. Forp. This is a report which encompasses both relief and 
rehabilitation? 

Mr. Hau. That is correct. 

Mr. Forp. Now, does it follow the recommendations of the so- 
called Nathan report? 

Mr. Hau. Yes. 

Mr. Forp. Does it encompass those recommendations as well as 
any ideas the Army might have? 

Mr. Hauu. Yes. The Tasca report follows closely—that is, in a 
sense, it adopts and fits noticeably within the same general range of 
those recommendations that are contained in the Nathan report. 
There is, however, as a premise for the Tasca recommendations, a 
new factor set out in his terms of reference which, of course, was not 
true in the Nathan terms of reference. 

(Discussion off the record.) 

Mr. Forp. Does the Tasca report envisage the abandonment of 
UNKRA and the abandonment of the Army civil relief program in 
Korea? 

Mr. Hauu. No, sir; it does not. With respect to UNKRA, the 
Tasca report recommends that UNKRA ‘not be phased out of the 
picture.”” The report goes on to give reasons for that recommenda- 
tion, saying that the war effort in Korea was a United Nations effort; 
that the economic rehabilitation has been grounded from the first on 
the assumption that it was a collective United Nations effort; that 
to vary from that at this time would have far-reaching political 
consequences. He especially points out that if UNKRA was not 
continued at this time and there is an outbreak of any similar nature 
in another part of the world in the future, it might well be the con- 
clusion that the United States should step in and assume the entire 
economic load for the country which had become a victim of aggression. 
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Mr. Oury. | would appreciate it if any further remarks on the 
contenis of the report be off the record, because it is a secret report 
to the President of the United States which he has not yet rele ised, 
and I do not think it appropriate that such reports should appear in 
the record. 

Mr. Forp. Does it appear that the Korean economy and _ the 
facilities that are available can stand the impact of a large program 
like UNKRA and any others that might be contemplated? 

Mr. Haui. The Korean economy cannot absorb—lI believe econo- 
mists call it the ‘‘absorptive capacity”? of a country—economic aid 
at more than a certain rate, and that rate is conditioned upon various 
factors—the reception of goods at the harbors, the internal transport 
of goods and materials throughout the country. 

May I say on that point that UNKRA is so well aware of that 
that you may have noticed from the UNKRA program that UNKRA 
is developing a separate es by dredging and restoring and re- 
habilitating what used to be excellent harbor, dock, and warehouse 
facilities before the war damage and is also rebuilding a secondary 
railroad line from that harbor to the main rail network to avoid 
far as possible being in the position of having to compete with higher 
priority military and other shipments. Incidentally, the harbor is 
especially well chosen because it is at the head of the rice-growing 
delta section of Korea and will be of the greatest use in the transport 
of the Korean rice crop to other ports and internal distribution 
throughout the country. 

Mr. Forp. There was considerable testimony before the Army 

beommittee on Appropriations that the port facilities and the 
railroad facilities were completely inadequate at present for the 
absorption of any large-scale rehabilitation program in Korea. Do 
you think that situation is going to change quickly enough to permit 
the kind of a program that appears to be before us at the present time? 

Mr. Haty. Any expansion of the program of rehabilitation | 
should suggest will have to contain within itself the elements required 
to improve the trahsportation system. May I also mention that the 
UNKRA program has included furnishing coal cars to relieve the 
scarcity on the railroad; it also includes some ndilies of dollars 
worth of trucks for internal transport. One assumes that any other 
major program will attempt to carry its own weight, so to speak, by 
adding to the transportation system of the country what is required 
to sustain the program. 


COMPARISON BETWEEN UNKRA PROGRAM, 1953, AS PROPOSED AND AS 
OBLIGATED 


Mr. Forp. Out of the expended and obligated funds to date, how 
much money has been spent for those purposes? 

Mr. Hauu. I have to June 1 the actual expenditures throughout; 
then I have for the month of June, due to the limitations of overseas 
bookkeeping and everything that is involved, a very close approxima- 
tion in round figures. So 1 am in a position to give you as of July 
the relationship between the contemplated $70 million program 
when it was first proposed by UNKRA and the execution of it. 

Mr. Forp. Can you supply those for the record? 

Mr. Hatt. Yes, sir. 

(The information is as follows:) 


r 
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Nations Korean Reconstruction Agency—Comparison between UNKRA 





program jo Jiscal jear 1958 as proposed an 1 as ob gate / 
Pr i Pr i 
proposed ob! 
| nstruction and rehabilitation 

Ag ilture and fisheries $6, 000, 000 $3, 930, 000 
® 15D. 000 + GOD) OF 

Owe! 5. 100, 000 , On. iv 
| port and communicatior 6. 990. 000 560. 000 
Natural resources 2, 000, 000 1, 350, 000 
z $, 000, 000 540, 000 
uc ! &, 000, 000 5, 560, 000 
Health, sanitation, and welfare 2. 500, 000 920, 000 


ning commodity or stabilization imports 20), 009, 000 19. 870. 000 


projects c . fio 3, 350, 000 2, 590, 000 


Personnel for UNCACK 2 509, 000 
Support to voluntary agencies 10, 000 
echnical assistance projects 50, 006 
Rural service 


itional personne! and establishment 2, 500, 000 2, 089, 000 


Administrative costs 2. 500, 000 1, 610, 000 
‘ 


rotal 70, 000, 000 51, 600, 000 


ut part of the obligations incurred through May 31, 1953, is based on actual figures, subject only to 
vijustment upon completion of audi hat part of the oblig 
based on approximate figures which are believed to be not s ect to any major variation but whiel 
require relatively minor adjustment when accounts for June 1953 have been audited 
4 large amount of procurement which had been processed and was ready for obligation @uring the month 
1953 was deferred pending a clarification of the situation which had become so acute in Korea during 





itions incurred in the month of June 
} 










1 





nonth. Had it not been for this situation, it appears that UNKRA plans would have resulted in 
iting UNKRA funds to the maximum extent consistent with the need of carrying over into the next 
irter a reasonable balance for current operations. Such deferment of obligations was done upon the 
of the UNKRA Advisory Committee Che United States is a member of the UNKRA Advi 
| ( mittee and concurred in that advice. 


[r. Forp. Is this your only sheet? 
{ 
i 


Mr. Hauu. Yes, sir. 
TRANSPORTATION AND COMMUNICATIONS 


Mr. Forp. According to the figures shown here, there does not 
seem to be a tremendous concentration in expenditures for transport 
and communications, comparatively speaking. There is $5,560,000 
for education and $5,560,000 for transport and communications. 


Mr. Hauu. Up to that time the UNKRA operation had required 
a substantial length of time to reach the point of giving maximum 

aid to transportation. For one example, the harbor of Kunsan which 

UNKRA is rehabilitating required the partial construction and pur- 
chase of a giant dredge. That dredge could not be completed for 
delivery until next month. Therefore you will find that some of 
the major transportation expenditure items are being and will be 


reflected within the next month or two. Also, you will note there 
are relatively large items in the UNKRA fiscal 1954 program for 
such purpose—$14,515,000 under the heading of transportation and 
communications in the UNKRA fiscal 1954 program. 


PERSONNEL 


Mr. Forp. What is the situation on UNKRA personnel? 
Mr. Hauti. Gentlemen, with your permission, I should like to tell 
you two things: first, the existing situation of UNKRA personnel and, 











600 


secondly, the situation as it will be approximately next week. When 
I come to that second part, having in mind that the new Agent 
General will not have had the opportunity of announcing to his staff 
the new situation that will become effective next week, I will ask if 
you will indulge me by permitting me to give you that off the record, 
as the Agent General is naturally very sensitive about the upset that 
would occur to his staff. 

Mr. Forp. Certainly. 

Mr. Hauy. The present situation of UNKRA personnel is as fol- 
lows. ‘There is a total of 429, but I would like to make an immediate 
subtraction of 137 from that figure, and I will explain why. If you 
will make an immediate subtraction of that figure of 137, it is on this 
ground: 2 years ago it was agreed between the Unified Command and 
UNKRA that the greatest contribution needed at that time from 
UNKRA was to employ, pay, and loan to the United Nations Civil 
Assistance Command—that is, UNCACK—which is operating for the 
Army in the civil relief field under the Unified Command—profes- 
sional personnel who are qualified to do the professional jobs needed 
in the relief work in a way that men in uniform available to UNCACK 
were not so qualified to do. UNKRA has employed 137 such people 
who have specific training for that type of work, and they are loaned 
to and under the entire administrative supervision of UNCACK. 
Therefore, we do not consider those as technically part of the UNKRA 
operation. 

With respect to the UNKRA personnel as a whole—that is, the 429 
firure—they are divided into the following classifications: general 
service, which means about the same class as in the United States 
Government, 135; professional, 269; principal officers, 11; directors, 
12; and then there are 2 ungraded positions. Those are the Agent 
General, who is the chief, and the Deputy Agent General. 

The nationalities of the personnel are divided roughly in proportion 
to the contributions from the governments. For instance, the United 
States has 169; the next nearest, the United Kingdom, has 92; Canada 
has 30, and so on down the list. 

Mr. Forp. Could you supply for the record a breakdown showing 
from what nations these employees do come and also the total of the 
129 as you have given it? 

Mr. Hauu. When you say “the total of the 429,” you mean what I 
have given verbally in table form? 

Mr. Forp. Correct. 

Mr. Haut. Yes, sir 


The information is as follows:) 
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ted Nations Korean Reconstruction Agency nersonnel as of June 1, 195 
table of salar 1e8 








Gross annual = f Net annua provident ike-! 
} ‘ : us en : 
ilary leduction lary fur 
luc 
$2. 230 $334. 50 $1. 89 $114 $1. 781 
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ments other than the United States are not subject to an income tax, t leduction does not 
ble to the employee but is returned to the Treasury of UNKRA the standard | 
e for equalizing the ealaries of those em; ees who ar ib t to yme tax t 
© ¢ loyees who are not subject to income tax 
net annual sa of UNKRA personnel is between $5,700 and $5,800. In makin 
ndigenous ployees in the G grades in Korea and Japar 10t 1 L be t 
ocal currencies and according to local payment scales. H 
ive reduced somewhat the average net annu vlary figure Furthermore, the calculat 
7 persons | 1 for t UNKRA, but loaned to and work inder the exclu ea istrat 
i Nations Civil Assistance Command. Because substantially all of t employe re in the 
tiie inclusion of such employes nt ' the net l ra the figur 
nual salary higher than it would be if it were lin kin UNKRA 
nt ident fund deduction”’ is a co I uy t pr f 
loyee’s savings, together with 9 percent added | UNKRA, a 1 to employee up 
ition of his employment As UNKRA is a temporary organization, ther f course no pr m 
tirement fund The 9 percent added to the | ent fu b .K RA is substant 
1 the percentage added in some other United Nations o I t 


Mr. Forp. Now do you want to give us off the record further in- 
formation? 

Mr. Hauu. Yes; if you please. 

Discussion off the record.) 

Mr. Forp. Getting back on the record: The testimony shows that 
UNCACK is to get 137 employees in fiscal year 1954 paid for by 
UNKRA funds. 

Mr. Haun. Yes. 

Mr. Forp. In the justification it shows that the personnel for 
UNCACK for fiscal year 1954 will cost $2 million. If you work that 
out mathematically, it comes out to around $14,000 or $15,000 per 
person. Is that not right? 

Mr. Hauu. Yes. That does not represent the salaries. I have a 
list of UNKRA salaries, worked out into the grades. It has been 
UNKRA practice in the last year or two to assure against any major 
expansion of the program. Could I give you the amount of the 
administrative cost for 1953? 


Mr. Forp. Yes. 
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Mr. Hauu. The estimate was $2,500,000, Up through Jul 
1953, the cost had been only $1,610,000. 

Mr. Forp. Could you supply for the record the charts as to pel 
sonnel? 

Mr. Hauu. Salary lists? 

Mr. Forp. Yes. 

Mr. Hauu. Yes. 

Mr. Forp. With the numbers carried in each orade, 

Mr. Haru. May I just ask you if this would be sufficient, and if not, 
1 will go into further detail. In general services I can give you 135, 
and in the professional grades, 269; and I can also go further and give 
you the actual number in each grade. 

Mr. Forp. I do not think the latter is necessary. On the chart 
material, will you show the average salary figures, such as we get in 
the regular budget for other departments of the Government. 

Mr. Hatyi. Mr. Ford, I am sorry, I am not familiar with the way 
they show it, but I can certainly supply that information. 


ADDITIONAL ALLOWANCES TO PERSONNEL 


Mr. Forp. Will you also provide us with information concerning 
any additional allowances that are not accorded employees of the 
Federal Government, because [ understand substantial additional 
allowances are provided. 

Mr. Hauu. Yes. May I suggest, Mr. Ford, that there is a point 
that perhaps you did not have in mind, and I want to be sure in asking 
the question you get what you want. 

When you qualify the question by saying not accorded to em- 
ployees of the Federal Government, that would exclude the allowances 
that UNKRA employees get, too, because Federal employees carried 
on the Foreign Service personnel roll at the Embassy at Pusan get the 
hardship allowances, as do the UNKRA personnel, and on the whole 
the Embassy hardship allowance is substantially greater than the 
UNKRA allowance. 

Mr. Forp. You can give us the allowances for UNKRA. 

Mr. Hau. Yes. 


(The information requested follows: ) 


UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


PERSONNEI ALLOWANCES 


Personnel in Korea receive a hardship allowance of $1,800 per year. In this 
connection, it should be borne in mind that no families of employees are permitted 
in Kort a, and it is therefore necessary for the employee who has a family to incur 
the extra expense of maintaining a home for that family elsewhere. In the same 
connection, it might also be noted that United States Foreign Service personnel 


in Korea receive a hardship allowance of 25 percent of their base pay. 
Personnel in Japan receive a cost-of-living allowance of $8.50 per day if single 
and $11.50 per day if married. Living costs in Japan are very high. 


Personnel in New York and Washington receive a cost-of-living allowance of 
about 2 to 3 percent of their base salary. 
The oom York and Washington cost -of-living allowances were adopted by 


UN KRA about a vear ago pursuant to action by the United Nations with respect 
to Ur of Nations employees in those cities. Furthermore, the allowances in 
Korea and Japan were patterned generally after United Nations practices and 
were specifically appré -d by the Secretary Geners! of the United Nations. 


\ l of UNK 1 me 
27| New Z 6 
\ Norwa} 9 
1) Per { 
29} Philippines l 
2} Portugal 2 
21 | Swe 6 
| 13) Sw rl 1 5 
1) Syria | 
1| Thailand 2 
| ‘ 1} Union of Sout Afr 2 
1} 1 Kingd 93 
! 1} I St 169 
l st tel > 
i I | 
lex Oo y To i to 
erlands 17 


TAX BENEFITS 


Mr. Taner. Are there any tax benefits accorded to UNKRA? 

Mr. Hauu. Yes. 

\Mir. Forp. Also give us the effect of that, and any additional effect 

om the Federal income-tax laws 

Mr. Hauyi. I am glad you asked that question, because I want to 
make it very clear. Every employee of UNKRA under the United 
Nations r culations and UNKRA does this with each individual 
has set up on the books what is called an annual gross salary that he 

‘ver gets. If it is determined that his salary is subject to the United 
States income tax, or perhaps to a tax of some other country, the 
amount is taken out of the annual gross figure, and he gets the net 
that isleft. But, if it determined that he is not subject to the income- 
tax law, he does not get that amount, but it goes back into the UNKRA 
treasury. In other words, it is purely a bookkeeping method of col- 
lecting in advance if there is a tax liability, in order to equalize 
salaries as between employees. 

Perhaps I can make that a little clearer, if I use an illustration. 

At the top of the list of the General Services, grade No. 1, for book- 
keeping purpose, there is a credit of annual gross salary of $2,230 
From that is immediately deducted, on the books, $334.50 as the 
estimated tax liability. Therefore, the emplovee is paid $1,895.50, 
but that is not what he actually receives, because 6 percent of that is 
deducted as an assessment for a termination-of-emplovment fund 
So, the emplovee actually takes home $1,781.50. 

Does that example help to clear up how it is handled? 

Mr. Forp. Not quite. 

Mr. Hauu. Let me try a little further. 

Mr. Forp. Take the case of the Agent General; what is his salary? 

Mr. Harty. The annual gross for bookkeeping purposes is $23,000 

The immediate bookkeeping deduciion from that for tax purposes is 
$8,000, which will mean a net annual payment of $15,000. The 
6-percent deduction for termination-of-employment fund is $900; so 
that he gets a paveheck of $14,100. 

Mr. Forp. That is the annual net amount which he receives 

Mr. Hau. Yes, sir. 

Mr. Forp. And he receives that over and above anv Federal 
income tax, because the deduction has been made previously. 
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Mr. Hau. That is the effect of it, yes. 

Mr. Forp. There has been some discussion in the past about rather 
liberal vacation allowances. What is the situation of vacation for 
UNKRA employees in Korea? 

Mr. Hauyi. May I tell you the approximate situation, and then, if 
you wish, furnish more details, because I cannot recall the intervals 

Those employees who are in Pusan, Korea, where the wife is not 
permitted to go, may go for a weekend to Tokyo at intervals, and that 
is the point that I am not sure about, but let us say at 3 or 4 months’ 
intervals. UNKRA makes a small contribution toward the cost of 
that trip. 

ANNUAL LEAVE 


Then again under United Nations rules there is an annual leave 
and I do not know, or do not have the exact figures, as to whether it 
is 3 or 4 weeks. 

Mr. Forp. The annual leave whereby the individual can return to 
the United States at the expense of UNKRA,. 

Mr. Hau. Mr. Ford, | am not too familiar with that point, but 
] can ascertain it for you and furnish it in the record. 

Mr. Forp. You can get the accurate information and supply it for 
the record? 

Mr. Hau. Yes. 

(The information requested follows:) 


UnITED NATIONS KOREAN RECONSTRUCTION AGENCY 


PERSONNEL LEAVES FOR EMPLOYEES 


UNKRA Staff Rule 15 (summerized 
Staff members are entitled to annual leave accruing at the rate of 24% working 


days for each calendar month. This annual leave may be used—that is, con- 
sumed—as home leave. The primary purpose of home leave is to allow staff 
members who are serving outside the country of their residence particularly to 
spend leave in their home country. Once in every 2 years of continuous service, 
staff members are entitled to use and consume their accrued annual leave as home 
leave. However, when annual leave credit is used for home leave, such annual- 


leave credit accrues at the rate of 5 days for each calendar month of service in 
Korea if the dependents of a staff member serving in Korea are not residing in 
Japan. If the dependents do reside in Japan, the double rate of accumulation of 
leave does not apply. UNKRA pays the travel expenses for home leave of the 
staff member, his wife, and dependent children. 


Rest and recreation leave 

Conforming generally to United States Army practice with respect to its military 
and civilian personnel serving in Korea, UNKRA has an informal plan under 
which an UNKRA emplovee may receive 1 week’s leave every 3 months in Japan. 
In such event, UNKRA pays the transportation cost. We are informed that the 
United Nations Civil Assistance Command (UNCACK) follows the same plan 
with respect to its military and civilian personnel except that it pays transporta- 
tion costs only once every 6 months, although the employee is entitled to take the 
week’s leave at his transportation expense every 3 months between the 6 months’ 
periods. However, in practice, the requirements of UNKRA’s operations have 
not resulted in making available the informal plan of 1 week’s rest and recreation 
leave every 3 months and the actual practice has averaged 1 week of such leave 
every 6 months. 


CARRYOVER OF UNOBLIGATED BALANCES TO 1954 


Mr. Forp. How much of the fiscal year 1953 appropriation will be 
carried over into the fiscal year 1954? The actual appropriation for 
the fiscal year 1953 was $40,750,000. 
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Mr. Hauu. The answer to that is the same $700,000 that we dis- 
cussed earlier that will carry over, and the only reason for that 
carryover was it was not discovered that it was in existence until 
after the end of the fiscal year. 

Mr. Forp. I do not understand. The $700,000 that we are now 
talking about? 

Mr. Hauu. Yes. Last year’s appropriation was the unexpended 
balance of the ECA fund. It was determined up through June 30 
that an unexpended balance in the amount of $40,750,000 was avail- 
able for contribution to UNKRA. After June 30 it was determined 
that there was an additional unexpended balance which had not been 
known about, the amount of $700,000, and that is the only sum that 
is carried over from fiscal year 1953 appropriation. The rest of the 
appropriation was disbursed in full to UNKRA. 

Mr. Forp. I am not quite certain of the way the tabulation is set 
up. We have actually made a contribution of $40,750,000 to UNKRA; 
is that correct? 

Mr. Haux. $50 million. 

Mr. Forp. You have in the justification sheets $40,750,000, plus 
$10 million, is that right, and that makes the total contribution? 

Mr. Hauu. That is correct. 

Mr. Forp. And you are asking $71 million for 1954, which will be 
added to our contribution, plus what you anticipate will be taken from 
CRIK, totalling $40,750,000? 

Mr. Hauxi. And those make a total of the $162.5 million of the 
United States pledge. Although there are changed circumstances 
that now make it quite unrealistic that the $40,750,000 of CRIK pipe- 
line will become available, because Army responsibility will probably 
continue longer than originally anticipated. 

Mr. Forp. Out of the total of some $70 million that has been avail- 
able up to July 1, 1953, for UNKRA, only about $56 million or $57 
million has actually been spent; is that right? 

Mr. Hauu. Yes. There were two reasons for that. I mentioned 
earlier than the procurement anticipated to be made in June was de- 
ferred because of the political situation is Korea. And, there was a 
second reason, namely, that $15.75 million from the United States, 
the last payment, did not become available until May 26, 1953, and 
therefore UNKRA could not anticipate—plan its obligations. 


ABILITY OF UNKRA TO SPEND FUNDS IN 1954 


Mr. Foro. With the contemplated larger contribution by the United 
States during the fiscal year 1954, plus whatever other additional con- 
tribution can be made by other nations, do you expect UNKRA will 
be able to expend that money in the fiscal year 1954? 

Mr. Hauu. Yes, we do. 

Mr. Forp. How do you believe you can, when the rate of expendi- 
ture has been relatively slow so far? 

Mr. Hauu. Because of this reason, Mr. Forp. May I again remind 
you that the UNKRA program, which we are talking about, the $70 
million program, was not even started until January 1953 and there- 
fore, at most, it represents a 6-month operation. 
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RATE OF EXCHANGE 


Mr. Forp. Has any decision been made in reference to the ra 
of exchange? 

Mr. Haut. I think a part of this should be off the record. 

Mr. Forp. You decide whatever you want off the record. 

Discussion off the record.) 

Mr. Forp. It has been rather evident for some time that there 
great need for a settlement of this problem, and it seems to me tha 
every time a decision has just about been made, some other facto 
comes into it that throws the time schedule off completely. When d 
you expect a decision will be made that will actually resolve t] 
problem? It is my understanding, and I think it is the understand 
of a number of Members of Congress, that until this problem is solved 
a good many other problems cannot be determined. 

Mr. Hau. | think the answer to the question is that it is of th 
highest priority that the problem be solved within the earliest possib| 
date by an agreement—U NKRA is not in position to continue effort 
to negotiate such an agreement with the ROK Government, excep 
with the consent of the Unified Command, and the various clement 
represented by it. 

Discussion off the record. 

Mr. Forp. Do you think it would be wise for UNKRA to go ahea 
with the program, unless that decision has been made? 

Mr. Hay. It seems justified as an inevitable necessity in view o 
the circumstances. In the first place, UNKRA does have, it appear 
to me, reasonable assurance from the Korean Government that it wil 
receive a settlement for the imports it has brought into the count: 
on a basis which has a reasonable resemblance to market price; and 
by saying market price, of course, that in itself determines the rate o! 
exchange—and at the present time the Korean Government is fu 
nishing local currency to UNKRA against that understanding. 

(Discussion off the record.) 


OBLIGATIONS INCURRED JULY 1, 1952, THROUGH JUNE 30, 1953 


Mr. Forp. Can you supply for the record, Mr. Hall, a breakdow: 
of the total expenses by UNKRA to June 30, 1953, along the line of 
the justifications which we have here, such as the amount expended 
for agriculture, fishery, industry, and so forth? 

Mr. Hau. Yes, that is reflected by the papers I had earlier, an: 
which I will furnish for the record. 

Mr. Forp. That is the material that I have before me. 

Mr. Haut. Yes. 

Mr. Foro. I think that is all I have, Mr. Chairman. 

(The statement referred to follows:) 
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('nited Nations Korean Reconstruction Agency—Obligations incurred July 1, 195 
through June 30, 1953! 
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United Nations Korean Reconstruction Agency—Obligations incurred July 1, 1962, 
through June 30, 1953 '\—Continued 


Liquidated 


by disburse- bh on | June 1953 Total 
ments | 
Special projects 
Personnel for UNCACK isan es $1, 288, 441 $301, 196 nenaneaae 
Support to Voluntary Agency Program ---_. 489, 663 A PE Mi inne delta elie oats deen 
Technical assistance projects ; z 225, 948 26, 955 | 
_ EEE —E—————eEEEeee 
Total__.. aaa 2, 004, 052 438,073 | $147,875 | $2, 590, 00 
Operational personnel and establishment --._- 1, 353, 691 353, 342 372, 967 | — 2, 080, 001 
Administrative costs : : 1, 239, 950 254, 023 | 116,027 | 1, 610, 00 
Grand total . ‘ 26, 197,305 | 12, 939,249 | 12, 463, 446 51, 600, 00( 


| The figures in this table are actual figures for the period from July 1, 1952, through May 31, 1953. Suc 
figures are subject to minor adjustment upon completion of annual audit. The figures for the month 
June 1953 are approximate and are subject to adjustment after audit of accounts for that month. It 
believed that the June figures are reasonably close approximations and will not be subject to major adjust 
ment. With respect further to the June 1953 figures, the information is not yet available as to the break 
down between the obligations which have been liquidated by disbursements and obligations which hay 
not yet been so liquidated, 


Mr. Taser. We have a statement coming that will tell us something 
about the salaries. 

Mr. Hau. Yes; that will be covered by a complete breakdown, by 
grades and by the gross amounts, and by the deductions. 

Mr. Taser. Thank you very much, Mr. Hall. 

Mr. Hauu. Thank you, Mr. Chairman. 


Monpay, Juny 13, 1953. 
MUTUAL DEFENSE MATERIEL AND TRAINING 
WITNESSES 


ROBERT E. O’HARA, BUDGET OFFICER, FOREIGN PROGRAMS, 
DEPARTMENT OF DEFENSE 

JOHN H. OHLY, DEPUTY TO DIRECTOR FOR PROGRAM, OFFICE 
OF DIRECTOR FOR MUTUAL SECURITY 

EDWIN M. MARTIN, SPECIAL ASSISTANT TO SECRETARY OF STATE 
FOR MUTUAL SECURITY AFFAIRS 


CONTRIBUTIONS TO ORGANIZATIONS OF NATO 


Mr. Outy. The items in this next group are those in chapter I that 
we skipped over before, because some of the material was not ready, 
and also because of convenience in presentation. The first one we 
would like to deal with is contributions to various organizations of 
NATO, to the principal military organizations. Mr. O’Hara is pre- 
pared to present that. 

Mr. Taser. What page and what chapter in the book? 

Mr. Onty. That will fall under I--12. 

Mr. Taser. What do you have to say about that, Mr. O’Hara? 


INTERNATIONAL MILITARY HEADQUARTERS 


Mr. O’Hara. I have here some statements as to the basis upon 
which these budgets are prepared and compiled. 

In addition, the statement which you have before you, which also 
shows the budgets themselves, the elements in them as they are 
handled by international groups, which represent United States con- 
tributions, and I also have a statement which shows the calendar year 
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budget of the international headquarters; and also the fiscal year 
obligations against those calendar-year budgets, which we have com- 
puted as our basis for payments in the presentation of this budget. 
And the statements show that the calendar year budget must be 
partially paid out of the 2 calendar years of the appropriation. 
~ Mr. Taper. Where does that show? 
{r. O'Hara. In this table, which I suggest, if it please the chair- 

man, be included in the record. 

Mr. Taper. You want that in the record? 

Mr. O’Hara. Yes. 

(The statement referred to follows:) 


DEPARTMENT OF DEFENSE 


International military headquarlers—United States contributions—Mutual securita 
wrt 2 . 4 
appropriations financial summary—Caiendar year conversion to United States 


fiscal years 
{In thousands of dollars] 


Prelimi- . 
relimi Estimated, 


Calendar | Calendar nary, cal- enlonder 

year 1951 year 1952 | enc s a 

. yom . ay ar year 1954 

ted States share of calendar-year budgets 

SHAPE and subordinate commands 7, 187 11,313 8, 157 4, 983 
SACLANT and subordinate commands 199 117 117 
United States salaries - 103 103 103 
Total, United States share. _. 7, 187 11, 615 8, 377 5, 203 
Cumulative United States share (calendar year 1951-54) 7, 187 18, 802 27,179 32, 382 

: Fiscal 
Fiscal Fiscal Fiseal Fiseal | year 1955 


year 1951 | year 1952 | year 1953 | year 1954 (unre- 
quested 


ted States share of contributions by fiscal year to | 
SHAPE and SACLANT and subordinate com- 


mands budgets | 2, 999) | 9, 200 | 9, 048 8, 433 2, 393 
United States salaries 103 | 103 103 | 
| | . | 
| 
Total, fiscal year contributions | 1 (2,999) §, 303 9,151 | 8, 536 | 2, 393 
imulative total, fiscal year contributions... } | (2,999) 12, 302 21, 453 | 29, 989 32, 382 


Not provided from mutual security appropriations; consists of a cash contribution of $1,713, from 
Contingencies, OSD, 1951"’ and goods and services provided by military departments, 


Mutual security program—TInternational military headquarters, SACLANT—Com- 
parative statement, operating and capital expenses, calendar years 1952 and 1958 


Calendar year 1952 Calendar year 1953 

United United 

Total cost States Total cost States 

share share 
ipreme Allied Command, North Atlantic $552, 663 $187, 715 $386, 344 $91, 683 
Operational costs | 271, 038 | 60, 984 365, 207 82, 171 
Capital costs. ... 281, 625 | 126, 731 21, 137 9, 512 
mmander in Chief Eastern Atlantic : 38, 038 11, 708 101, 111 25, 851 
Operational costs 24, 038 | 5, 408 | 87, 324 19, 647 
Capital costs 14, 000 6, 300 13, 787 §, 204 

immary 

Operational costs . 295, 076 | 66, 393 452, 531 101, 819 
Capital costs. . 295, 625 133, 030 34, 924 15, 715 
Total 590, 701 199, 423 487, 455 117, 534 
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Mr. Taser. This indicates the expense of the operation of the 
different agencies overseas? 

Mr. O'Hara. Yes; and shows the actual expense, in the way of 
budget, by calendar years, and the parallel accumulation by fisca! 
vears down below. 

Mr. Taser. That shows a very sharp rise of from 3 to 4. 

Mr. Gary. Cumulative. 

Mr. Taser. And from 4 to 5 

Mr. O’Hara. I would say there is a decrease in the individual years 
but there is a cumulative total across the board, which added up does 
show an increase over the vears. The yearly amounts are as follows 

$7,187,000 for the calendar year 1951. 

$11,615,000 for the calendar vear 1952. 


$8,377,000 for the calendar year 1953. 

And the estimate for 1954 will be $5,203,000. 

Mr. Taser. That is just for whai? | 

Mr. O’Hara. That includes only the headquarters, which are listed ! 
4 


in the statement, which I would like to suggest might be included j 
the record. 
The siatement referred to follows: 


NATO—INTERNATIONAL Minirary H&eapQuaRtTERS 


The military forees which are committed to the defense of the North Atlar 


Treaty areca by member nations of the North Atlantic Treaty Organization ha 


been placed under the command of two Supreme Commanders—the Supren 
Commander, Allied Powers, Europe, and the Supreme Commander, Nort 
Atlantic Ocean Area Headquarters of these two Supreme Commanders 


familiarly known as SHAPE (Supreme Headquarters Allied Powers, Europe) a 
SACLANT (Supreme Allied Command, North Atlantic)—are located in Mar 
Franee, near Paris, and in Norfolk, Va., respectively 

Under these commanders are the following NATO international commands 


\ SUBORDINATE COMMANDS OF SHAPE 


Headquarters, Allied Forces, Northern Europe 

Headquarters, Allied Land Forces, Central Europe, and Flag Officer, Centra 
Kurope 

Headquarters, Allied Air Forces, Central Europe 

Headquarters, Allied Forces, Southern Kurope 

Headquarters, Allied Naval Forces, Southern Europe 

Headquarters, Allied Land Forces, Southern Europe 

Headquarters, Allied Air Forces, Southern Europe 

Headquarters, Allied Land Forces, Southeastern Kurope 

Air Training Advisory Group 

European Military Communication Coordinating Committee 

European Long Lines Agency 

I uropean Radio | requencys Agency 

Military Standardization Ageney 


B. SUBORDINATE COMMANDS OF SACLANT 


Commander in Chief, Western Atlantic Area 
Commander in Chief, Eastern Atlantic Area, Atlantic Command 
Air Commander in Chief, Eastern Atlantic Area, Atlantic Command 

In addition to these military commands, there are other international militar) 
headquarters and agencies all but one of which are assigned to SHAPE administra- 
tive and budget control. The one exception is the top military planning agency) 
the Standing Group, located in Washington 

The Standing Group, composed of personnel from the Defense Establishments 
of the United States, the United Kingdom, and France, is provided personne 
and their support by the latter two countries, while the United States, as host 





611 


ntry, provides not only personnel but also office space, communications, and 
her facilities for the group as a whole A separate item in the estimate covers 
is group 
United States contribution to the other international headquarters is twofold 
rst, we provide the personnel of our military services assigned to the staff and 
pporting complement. The pay, allowances, and basi¢ military personnel 
of these assigned personnel are paid from the United States military budgets 
he salaries of civilian personnel, the costs of communication services, the 
of maintaining and operating the headquarters buildings, and other 
rating expenses of the staff, are budgeted internationally United States 
tributions to these international budgets are made as a percentage of total 
and are normally payable in the currency of the country in which each 
iiquarters or activity is located. However, for the European headquarters, 
tain requirements included in these budgets are more readily available to the 
ted States overseas military commands than through other channels Civilian 
ovees Who are United States citizens are hired and screened as employees of 
United States Army or the United States Navy, and paid the salaries and 
vances of their United States grades on vouchers and pay rolls of the Ametriean 
tarv. In such instances, the value of materiel or services provided and the 
\TO salarv and allowances for the positions oecupied by United States citizen 
( ians assigned to these headquarters are deducted from the amount otherwise 
as a contribution from the United States. The amounts of such deductions 
verified by the fiscal officer of the American Military Command involved and 
fiscal officers of SHAPE or SACLANT, and reimbursement is made from 
\MIDAP funds to the United States military departments for the value of the 
ervices or materiel provided Remaining balances are paid directly to the inter 
onal fund’s bank accounts, In foreign currencies reques ed 
headquarters’ budgets are prepared on a parliamentary 
isis—that is, on an annual expenditure estimate, with authoritv to enter into 
racts for later expenditure Also. they cover calendar vears rather than 
vears. Our estimate for the contributions to be made is first adjusted to 


basis (which ineludes only that part of the contract authority 


vithin the calendar vear) and then adjusted to the United States fiseal 


hic international 


al on” 


to the time at which our contribution is due. 





ir. Julv 1 to June 30. aeccordins 
Budgets for the calendar vear for these headquarters and agencies are usually 
itted for review in December preceding the budget year Chevy are reviewed 

a committee representing the member governments They are examined in 
tail, and items which are unanimously approved by this committee are approved 

basis for covering operations starting the following January 1 Budget 

i ems for which approval is deferred, are submitted in greater detail, or are verified 
t f by further examination, and, as pending projects. are described 


» cost factors 
“supplemental” estimates which term also includes the estimates for new 








ts Part of the calendar year 1954 requirements—as estimated based on 
tinuance of operations at the 1953 calendar year rate, are required to be 
ligated in fiscal year 1954. The 1953 contract authority has been approved 

in total, and is to be distributed at a later time 
Che statements attached show the budgets by headquarters or military agency 
by calendar year; and show the amounts within the total of these budgets for 
operating costs and capital costs; and finally, the application of these annual 
obligation rates to United States fiscal years in which payment is required 
\nother table shows United States salary actually paid to United States civilians 
vhich, at United States rates of pay, exceeds the NATO scales of civilian salaries 
and shows the amount of the difference, an additional United States cost In 
each country these pay scales are based upon the country’s own civil service 
ary rates, in all cases less than United States salaries, with certain special 
allowances payable to nonresident employees assigned by others than the host 

overnment, 

\ separate table shows the complement in each headquarters—the total being 
divided to show civilian employees, and military personnel assigned, broken down 
between officers and enlisted personnel. The number of United States personnel 

included in the total is also shown 

a wo other tables show the total calendar year 1953 budgets analyzed as to 
objects of expenditure—operating expenses being subdivided into personal serv 
ices, communications, travel, and all other expenses, and capital costs to show 
construction, equipment, and all other. 
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PAYMENTS IN LOCAL CURRENCY 


Mr. Taser. Are there any items here where local currency is 
reflected? 

Mr. O’Hara. In the total contributions we have made to date, 
which are indicated here by fiscal years, of that amount, there has 
been paid in local currency some $5 million. 

Mr. Taser. Out of a total of $21 million? 

Mr. O’Hara. $21 million, yes. And there is proposed anothe: 
$2 million of local currency generated from counterpart funds, with 
the total estimate for fiscal year 1954, $8,433,000. The local currency 
will not apply either to SACLANT, where they use dollars, or to 
the United States salaries. 

Mr. Taper. This is for the calendar year 1953. 

Mr. O’Hara. And there was one for 1952 and one for 1951, for 
each NATO headquarters, which has budgeted separately. 

Mr. Taser. Where does this $8,653,000 for 1954 appear in this 
table? 

Mr. O’Hara. It appears in line 2. 

Mr. Gary. That does not include military personnel? 

Mr. O’Hara. The pay of military personnel, assigned to head- 
quarters, detailed on this statement, is paid for out of their own 
military appropriation by each country. 

Mr. Taper. What does this next table on the list show? 

Mr. O’Hara. That is the amount of the 1953 budget, for all head- 
quarters, which is the total carried to the summary of the two pages, 
which is then converted to dollars. The total we pay in part in 
francs, and a part in dollars. We carry the budget items on a dolla 
equivalent basis. The conversion appears on page 2. 

Mr. Taser. You mean it is carried in francs? 

Mr. O’Hara. That is correct—in all of these budgets. A conver- 
sion to dollars appears in the last 3 or 4 figures. 

Mr. Taper. In the last 3 or 4 figures? 

Mr. O'Hara. That is right. 

Mr. Taper. I do not believe it would be best to put that in the 
record. It might confuse those who are reading it. 

Mr. O’Hara. Would it be a help for the record if I provided a con- 
version of the major budgeting elements in dollars all the way through? 

Mr. Taser. Yes; I was going to say to put it in all the way through 
as reflected in dollars. 

Mr. O’Hara. I can do that, sir. 

Mr. Taser. If we do not do that, it will result in confusing those 
who have been interested init. No one who has not been on the com- 
mittee and studied it will know what it is. 

Mr. O’Hara. All right. 

(The information is as follows:) 





is International 


Europe 


1952 and 1958 


a 
A 
e 
reme Headquarters Allied Powers (Europe) 
- Operational costs 
Capital costs 
ed Forces Northern Europe... 
Operational costs 
Capital costs 
l llied Land Forces and Flag Officer Central Europe. 


) 


613 
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Operational costs 
Capital costs 


Operational costs 


n Capital costs 


Military 


Headquarters- 


j Allied Forces and Naval Forces Southern Europe 


Operational costs 


Capital costs 





Land Forces Southern Europe 


an 


T 

1 
Operational costs 

Li Ca al cost 

Air Forces Southern Eur 

Operatior il costs 

Capital costs 

Allied Land Forces Southeastern Europe 

Operational costs 
Capital costs 

ie P 

uA Commander in chief, Mediterrane 
Operational costs 

i= Capital costs 

») 


| \ir Training Advisory Group 


Operational costs 
Capital costs 


European 


l- Operational costs 


Military 
1 Committee 


Capital costs 


Communication 


European Long Lines Agency 


Operational costs 


Capital costs 


Summary: 


Operational costs 


Capital costs 
United States share of contract authority 


Total 


Supreme 


Calenda 


Total cost 


$10, 627, 456 


“100 


Coordinating 


288, 609 


338, 847 
, 063, 371 


630, 112 


, 433, 259 
, 101, 943 


, 432, 009 


, 669, 934 


032, 916 
487,474 


987, 605 


, 152, O98 


255, 241 


794 
107, 447 


11, 095, 962 
22, 376,370 | 10, 069, 366 


Headquarters Allied 
comparative statement, operating and capital expenses, calendar years 


r year 1952 


United 
States 
share 


$4, 042, 418 


(39, WB 
3, 302, 481 





786, 742 
141,77 
644, 967 


S05, 131 


18, 444 


81. 605 


2, 496, 592 


12, 565, 958 


Pou ers 


Calendar year 


lotal cost 





632, 144 


985, 539 


1, 605, 299 


1, 284, 255 


321, 044 


1, 354, 860 





528, 146 

7, 101 
il 

612, 29. 

S72 

t $2] 


1, 407, 867 


580, 669 


827, 198 
450, 170 
341, 497 


108, 673 


221, 182 


174 
46, 627 


17, 308, 804 | 


1953 


142 
443, 


433, 


288 


144 


470 


, 947 


662 


687 


46 


SAY 


239 


SOY 
903 


256 


74 
YS2 


, 984 


907 


077 


, 943 


, 667 


, 276 


789 
426 


, 000 
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Mr. Taner. On this next one, you will put that into the record at 
this point? 

Mr. O’Hara. I will put both years in. 

Mr. Taner. These are all the same sort of thing? 

Mr. O'Hara. The second one is calendar year 1953 for SACLANT 
The third one is the 1952 calendar year budget and then we hav 
calendar year 1951. 

Mr. Taser. Do we need the 1951 figure? 

Mr. O’Hara. Well, it partly affects your 1952 payments, but I do 
not think it needs to be in the record. I think the 1953 figure is 
principally what vou want, and for comparison, 1952. 

Mr. Taser. I think that is all. 

(See statement above.) 

Mr. O'Hara. There is here some restricted data, sir, which is 
internationally controlled as to security classification which I would 
provide the committee, if they would like it, as to the total personne! 
complements. This next table simply shows the distribution, sir, 
of the payments by countries, and it has never been published. They 
have asked that it not be disclosed, and they have also asked not to 
have it published. 

Mr. Taser. This is the complement table here? 

Mr. O'Hara. That is right, sir. In the other tables which are 
free for publication, we do have the list of the numbers and amounts 
for United States civilians and that is available for the record 

Mr. Taser. You mean the complement shown on the second sheet 
is restricted? 

Mr. O'Hara. That is right. 

Mr. Tasrr. What is the restricted part? 

Mr. O'Hara. Well, it is not our classification, Mr. Chairman. It 
is a classification made by the commander in Europe and by the 
commander in Norfolk, and that is made as I understand it because 
it does represent the strength of the military organizations which they 
do not want to disclose 

Mr. Taser. Off the record. 

Discussion off the record. 

Mr. Taner. Your operational costs are shown in francs? 

Mr. O’Hara. That is on the next table. There is a conversion 
there on the breakdown of them. 

Mr. Taser. I do not believe it is necessary to put that table in the 
record 

Mr. O'Hara. 1 will try to get this one broken down into dollar 
figures. 

Mr. Taser. If you will put in the dollar figures that is all 1 think 
is necessary. 

Mr. Gary. In the table which you are talking about on the third 
page, are the two parallel columns the same, one expressed in francs 
and the other in dollars? 

Mr. O’Hara. Yes, sir; that is the conversion to dollars of their 
costs which are budgeted and approved in frances. 

Mr. Gary. You do not mean you are spending that many francs 
and that many dollars, too, but they are comparable figures? 

Mr. O’Hara. That is right. 

Mr. Taser. I do not see any use in putting in the franc table. 
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Mr. Taser. What else do you have? 

Mr. O’Hara. In unclassified material there are three tables. 
Mr. Gary. Off the record. 

(Discussion off the record.) 


SrarFr oF TECHNICAL COOPERATION ADMINISTRATION IN BRAZIL 


Mr. Taser. I have one question which I would like to ask Mr. 
Ohly and which does not have to do with this particular matter under 
discussion. This point 4 program, when they started out in Brazil 
they had 20 employees and now have 400 employees who actually 
do not know what they are supposed to do. 

Some of the people down there would not go down for the amount 
of money the State Department could legally pay them, so they 
were sent down by Gibbs & Hill, who sent them under contract and 
in turn collected from the Government the salary and expense. The 
Americans that are living down there are very much disturbed about 
it and they want to know something about why these fellows are 
there when it is costing on an average of $15,000 a year to keep the 400 
down there. 

Are these Army, Air Force, and other officers who are in Brazil as 
advisers, under your setup or under some other setup? 

Mr. Ounty. I think the only ones there at the present time are 
probably the military attaché group or the members of the United 
States-Brazil joint defense commission, which do not fall under our 
setup, although there will be 3 or 4 military assistance advisory group 
officers there later. They are not there at the moment. 

Mr. Taser. What about this contract with Gibbs and Hill? 

Mr. Outy. I will have to find out about that and insert it in the 
record. 

Mr. Taser. I would like to see what you can get on it. 

Mr. Outy. I can get it for you. Do you want that introduced in 
these hearings? 

Mr. Taser. Yes; I would like to have it for the record. 

(The information is as follows:) 

The Staff of the Technical Cooperation Administration in Brazil on June 30, 
1953, consisted of 77 United States citizens, 4 of whom were appointed locally. 
Additionally, there were 16 contract employees working on the program, or a total 
of 93 persons. 

As of January 1, 1944, there were 67 technical assistance personnel assigned to 
Brazil, 50 in the field of health and sanitation and 17 in agriculture. At no time 
has the number of full-time United States personnel working for the Technical 
Cooperation Administration in Brazil exceeded 99, including contract personnel. 

Each Technical Cooperation Administration employee has definite assigned 
responsibilities in a particular field of activity. The following table presents a 
breakdown of these activities together with average salaries and numbers of 
employees of the Technical Cooperation Administration in Brazil: 


1e 


in 


0, 
ly. 
‘al 


ne 
al 
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Nov. 30, June 30, 1953 
as — - 
Field of activity ‘ ~ a ; 
eRe C Number of Average 
einployees > 
employees salary 
rieulture, forestry, and fisheries " 16 $8, 218 
ilth and sanitation -. 18 0) 8, 062 
jucation 9 10 8) 168 
itural resources 5 - 8' 032 
ijustry and labor 9 9’ 730 
blic administration r 0 OFF 
eneral projects, joint commission 10 ) 8, 437 
gram direction. - . Q 7’ 348 
rotal, U. 8. Government 49 77 8. 381 


The salary of the United States Chairman of the Joint Brazil-United States 
Commission for Economic Development, who also serves as Director of Technical 
Cooperation, is $14,300. The next highest salary is $12,800 for the Chief of the 
Agricultural Field Party, who had additional duties as Agricultural Adviser of 
the Joint Commission. The range of salaries is from $3,531 to $14,300. The 
alaries exclude international transportation and post allowance. 

The contract employees as of June 30, 1953, who are paid directly by the con- 
tractors, were divided as follows: 


Agriculture, Purdue University 2 
Natural resources, Bureau of Mines, Department of the Interior 3 
lerminal storage and warehouse assistance facilities, Drying Plant Engineers, 
Ine. . bi l 
lransportation and power development, Gibbs & Hill, Inc 10 
Total... . 16 


At the outset of the planning of the work in Brazil of the Joint Commission 
for Economic Development, United States and Brazil representatives determined 
that the basic engineering technical assistance services required to conduct the 
surveys and prepare the comprehensive program for the development of Brazil’s 
railroads, shipping, and power facilities could best be done by an engineering 
firm from private industry with a record of successful achievement in these 
private industrial fields. Accordingly, the United States firm of Gibbs & Hill, 
Ine., of New Jersey, was selected. A $100,000 contract scheduled to run for 12 
months was entered into on June 7, 1951. On March 24, 1952, the contract 
was increased to $300,000 and extended through December 1952. Again, on 
October 17, 1952, an additional $175,000 of services was contracted for and a 
termination date of June 30, 1953, was agreed upon. 

Article III, section 4 of the contract stipulates that, where highly specialized 
engineering services of short-term consultants are not available within the con- 
tracting firm, that firm could employ independent consultants mutually agreed 
to between the firm and Department of State representatives as to qualifications. 
In accordance with this responsibility on the part of the Department of State to 
participate in the selection of such highly specialized short-term consultants, the 
Department discussed each such case with the contracting firm and approved the 
technicians prior to their being used for Joint Commission work. 

TCA undertakes, in accordance with the contract, to remiburse the firm of 
Gibbs & Hill for the services supplied by the firm’s engineers. Payment of these 
engineers is by the hour, ranging from an approximate maximum of $12.50 per 
hour to a minimum $5.36 per hour. The average per hour salary is $8.57. TCA 
employees in Brazil earn approximately a maximum $8 per hour, a minimum of 
$2 per hour, and an average of $4.70 per hour. 

No technicians were employed and sent to Brazil by Gibbs & Hill who would 
otherwise, under the policies established initially for the engineering phase of the 
program, have been directly hired by the Government for this work. The con- 
tract afforded a sound method for securing highly specialized technicians from 
private industry who were otherwise not available. The Act for International 
Development specifies that private firms be so utilized wherever this is the most 
appropriate and satisfactory method for making United States technical know- 
how available to cooperating countries. 
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The Gibbs & Hill contract ended June 30, 1953, with the virtual completion « 
the work of the Joint Commissior As of July 1, 1953, all Gibbs & Hill contra 
! ver had t ’ their emplovment A copy of the original contract 


Gibbs & Hill nd of t ‘ontract amendments, has been furnished to 1 
STANDING GROUP 


Mr. Taser. We will next take up ihe item of the United States 
contribution to N We Standing Group 

Mr. O'Hara. This is the standing group which is located in Wash- 

Ir. Opty. Ii is item 4 on page I-12 

Mr. Taper. You are asking for $421,000 as against $410,000 this 
veal 
Mr. Ounny. Yes, sir 
Nin TABER You are expecting Lo have less personnel but more 
money Will you please explain thai to the committee? 

Mir. O'Hara. There are two factors involved in the greater amount, 


the 


Mr. Taser. IT think it would be well to insert that table in 
record at this point 


The matier referred io is as follows 











\y ? / lin 1 State cor hution to NATO landing grou} 
al ye 19 1953, and 19454 
Estimated Estimated 
Ol t classificat Actual, 1952! requirements, requirement 
1953 1954 
Number nited State t y personnel assigned sO ~“ 
mM ed ites fund f 
A t ber of pe ane I ¢ is 
PERSONAL SE E OF ATI 
P nent | tion $207, 465 $190, 1 
Regular pay exces week ’ 735 7 
I e ba l i ie t ill 
inces 12, 5m 
Payment above basic rates, « in personnel 
Overtime and holiday pay 13, 000 15, 000 
Allowance 3, 50K 
0 Personal services, net tota 221, 200 221, 901 
02 Travel 5&, O00 70, 000 
Ira portation of thing 500 MM 
04 ( ices 13, 200 14, OOF 
05 Re er r 
» f t duction 12, 000 12, 000 
i 4) er Cor i u St 60, OOO 60, O00 
ON ipplie ind material 14, 500 14, 500 
oo Ke 1e! 30, 000 27, 500 
l'a an ¢ 600 600 
l al re emel 410, 000 121, 000 
Ot ns for fiscal year 1952 are included in the following appropriations: ‘Salaries and expenses, 
OSD,” $250,070 Administrative expenses, MSA," $16,817 
Source: Standing Group Estimating Agency, OSD 


Mr. O'Hara. It is proposed for the first time this year to send 
members of this group to Paris with these funds, derived primarily 
from local currency which is budgeted here, to assist in the annual 
review screening of the estimates submitted by the various countries 
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as to their military requirements. Last year they did have some 
of them go over, but their expenses were made from the funds that 
vere made available to the special representatives in Europe from 
ocal currency. 
Mr. Taser. How much of this is local currency’ 
Mir. O'Hara. Approximately $63,000 
\lr. TABER. $63,000 out of $421,000? 
wee fr. O'Hara. Yes, sir; that is right 
Mr. TaBeEr. Why do you need all that help over there? What do 


sh they do? 

Mir. O'Hara. They primarily screen the estimates which are sub 

mitted by the various countries as to their validity from the stand- 
~ point of military policy, and attempt to assist the international 
civilian staff. 

\ir. Taser. Do not the military have to do that screening anyway? 

a’ \ir. O'Hara. The military of each country; yes, sir; of course, work 
, on il 
mat \ir. Taner. Does not the military have to do the screening? 
Ge Mir. O’'HarRA. Some of our military are working on that. 
> Vir. Taner. Frankly, it would be difficult to see how the civilian 
ould be able to do much reening’ excep. for he bookk ‘ping 

Vir. O'Hara. This is primarily the military who would go there 
and they are military assigned to the standing group who go over there 

presenting the standing group in this review 

CIVILIAN HEADQUARTERS 

Mr. Taner. The next item which we will take up is “NATO 
civilian headquarters” in the amount of $1,169,000 

Would you care to comment on that? 

: Mr. Outy. Mr. Martin from the State Department is here to 
testify on that 

The United States contributes to the expenses of NATO civilian 
h adquarters. 

Mir. Martin. Mr. Chairman, this is-‘the United States contribution 
¥ to the international staff of the NATO Council which is located in 
Paris. It is azain one of those items to which we are contributing to 
50 a calen lar-year budget. So our tiseal-) car request for money must 
= cover current calendar-year programs and estimates for the next 
OO eal n lar vear 
= The second page of the she Ss vhich have been distributed, a 
ae tempis to spell out how we reach the figure requested. Tt is also a 
00 situation in which our gross contribution has deducied from it the 
expens os of the Uni rd Siat« S revi onals so far LS salary is eonecer ed 
60K and then a separate request is made for che cost of those expenses 
00 Mr. Taper. What is the difference between these contributions 

and the United Siates staff detailed to NATO? 

Mr. Martin. The contributions are Government expenses for 
travel, communications, and matters of that kind, and also will 
cover the difference between our coniribution in the form of personnel 

nd and our pro rata share of the total budget, which may not correspond 
ly As a maiter of fact, other countries contribute a large share of the 
al total personnel. The French, for example, contribuce particularly 
mm the clerical and cusiodial personnel. 
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INCREASE IN CONTRIBUTION 


Mr. Taser. The United States contribution has jumped from 22.5 
to 45 percent, according to the way this is handled. 

Mr. Martin. I think it is a little bit different from that, Mr 
Chairman. The current expenditures are for an indefinite period 
into the future and are the basis on which the United States, the 
United Kingdom, and France pay an equal amount, and do not really 
reflect our capacity to support the program. The capital expendi- 
ture for this year does not amount to very much. There was a very 
close negotiation when we reached these percentages and they seemed 
to us to protect the United States’ interest best. 

Mr. Gary. How much of this is local currency? 

Mr. Onty. $819,000 is local currency and represents the authoriza- 
tion contained in that special section. 

Mr. Gary. $819,000 out of the $3,800,000? 

Mr. Taser. Out of $1,169,000 is all we are considering. 

Mr. Gary. On the second page you have this figure of $3,800,000. 

Mr. Martin. That is the total NATO civilian headquarters 
budget. 

Mr. Gary. That is all we are considering? 

Mr. Martin. Yes, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


COMPUTATION OF ESTIMATE 


Mr. Taner. How does that compare with the division by per- 
centages? Is it 22% percent? 

Mr. Martin. Yes, sir. The 22% percent of $3,685,000, the operat- 
ing costs, which is shown on the right-hand side of page 2, is $829,300, 
which is the United States’ assessment for the 1953 calendar year 
operating cost budget, and of the capital cost, which is the second 
figure of $114,000, the United States assessment is 45 percent, or 
$51,000. That is the contribution from the United States for the 
1953 calendar capital costs budget. That comes out of fiscal year 
1952 appropriations and fiscal year 1953 appropriations. To get the 
total request that we have here, you have to take one-half the con- 
tribution to the NATO 1953 budget, plus one-half of the contribution 
to the estimated 1954 calendar budget, and that is $440,000, plus 
$484,000, making a total of $924,000 as the gross contribution by the 
United States to the budget. 

Mr. Taper. You can place that sheet in the record. 

Mr. Martin. Yes, sir; that sheet can be placed in the record, 
Mr. Chairman. 

(The matter referred to is as follows:) 


[r 


od 


he 


ly 


ry 


od 


l 


d 


621 


ted States contribution to NATO civilian headquarters budget—Computation of 
estimate 


[Expressed in dollars] 
ash contribution: 
Total estimated NATO civilian headquarters calendar 1953 
budget: 


Operating costs - pase $3, 685, 700 
Capital costs__ sai. i i 114, 300 
Total. - - _ 3, 800, 000 
Assessment 829, 300 
Operating (22.5 percent) _..-..-_--- ac 51, 400 
Capital (45 percent) ___- 880, 700 
Estimated % to be paid from United States fiscal year 1954 funds 140, 350 


Estimated 4% of United States assessment on NATO calendar 1954 
budget, to be paid from United States fiscal year 1954 funds 


(an increase of 10 percent is assumed in the NATO budget 184, 400 
Total United States assessment payable from United States 

1954 funds 924, 750 

Less credit to United States for loan of United States nationals 186, 750 


Total net United States assessment payable as cash contri- 
bution _ — _- 738, 000 


United States staff detailed to NATO: 
Direct costs to United States of United States nationals loaned 
to NATO: 


American salaries __- j : : 820, 000 
Allowances ‘ : 96, 000 
Home leave and transfer trave l : i 55, 000 
Total _- eu 131, 000 
Summary : 

Cash contribution 738, 000 
United States staff detailed to NATO : : 431, 000 
(| pha tack ‘ 1, 169, 000 

TRAVEL 


Mr. Taser. I note you have a rather large item for travel in here. 

Mr. Martin. Yes, sir. 

Mr. Taser. I suppose that is the travel of all these people? 

Mr. Martin. That is the travel of all these people. This is the 
budget for the whole NATO staff and we find it very valuable to have 
NATO experts in such things as defense production to go around to 
the various countries and teach these countries some of the things 
which the Pentagon has learned about screening military budgets. 
There is quite a bit of travel connected with infrastructure projects, 
which are the actual construction projects. 

Mr. Taser. Is this an assessment that is made under some kind 
of an agreement or other or what is it? 

Mr. Martin. It is termed an assessment and is based on an agree- 
ment which is reflected in the first sheet which was distributed as to 
the way in which the cost would be distributed. That is an annual 
agreement and the question of the percentage which shall apply to 

* the 1954 budget is now under discussion. 





ACKING, CRATING AND HANDLING 


“ABER. We will proceed to the next item which is packing 
and handling of materiel shipped under the program. 

Ouxty. With regard to crating, packing and handling, and by 
way of an introduction, I would like to say the following: We hav 
now justified or gone over the materiel and training programs country 
by countrv for all the countries to which aid is beine extended, but 
we have not at any time touched upon the item which is included for 
each region of the world to cover the cost of the packing, handling 
crating, and transportation of equipment to those countries. That 
is not budeeted on a country by country basis, but rather on an area 
by area basis, and I would like to give you the reference as to wher 
the actual cost figures appear. Those for Europe appear on page 1-7 
and are in the amount of $159,570,000. Thev are the next to th 
last item on that pace and they are referred to by the name of Acces 
sorial Costs, which is a shorter way of covering the term “packing 
handling, crating, and transportation.”’ 

The similar entry for the Near Eastern and African areas appears 
on page 1-16 and is in the amount of $28,965,000. The similar item 
with respect to the Far East appears on page I-21 and is in the amount 
of $60,003,000, and for the Latin American area, the item appears on 
pace I—27 and is in the amount of $3,967,662 

1 will turn this part of the pr sentation over to Mr. O’Hara, who is 
supported by the representatives from the three services, who can tel 
vou the factors upon which these accessorial cost estimates are based 
* Mr. O'Hara. The accessorial cost estimates comprise the packing 
handling, crating, and transportation, both inland and ocean trans 
portation, which is paid for the delivery of this material. They hav« 
been computed on the basis of prospective and projected deliveries of 
material and not on obligations for material. They are shown on 
each of the detailed sheets on pages I-8, I-9, and I-10 for title I, the 
European area 

Mr. Taper. On what basis are they computed? 

Nii A] They are computed as factors of the total cost. 

Mr. Taser. But you have $159 million here for transportation. 
What is that? 

Mr. O'Hara. It is for the delivery of material that is scheduled in 
fiscal year 1954 by the Army to the extent of $101 million, by th¢ 
Navy to the extent of $7,832,000, and by the Air Force to the extent of 
$5(0).738 000 ; 

Mr. Taser. In other words, it costs us $159 million to transport 
about $350 million of goods? 

Mr. O'Hara. No, sir. It costs us $159 million to deliver the total 
estimated deliveries from the United States and offshore procurement, 
but primarily from United States procurement, during fiscal 1954 that 
are estimated at somewhere about $3 billion in this area—between $3 
billion and $4 billion. And the different services can explain what 
factors enter into the computation to any extent you-wish. 

Mr. Taser. Do you have them here? 

Mr. O'Hara. Yes. The Army has $101 million. 





\SIS OF ARMY ESTIMATE FOR PACKING, HANDLING, CRATING, AND 
TRANSPORTATION 


Mr. Cooper. The basis on which the Army calculated its require- 
ments for packing, handling, and crating was the relationship of the 
»bligated values through May 31 as against the shipped values 
through the same period. After arriving at the percentage factor, 
they applied that to the projected shipments in the fiscal vear 1954 
That is how they come in each title to the packing, handling, crating, 
and transportation cost 

Mr. O'Hara. What is the factor in title I? 

Mr. Cooper. The factor in title Lis 6 percent; in title I], 11 pereent 
n title 11], 9 percent; and in title IV, 12 percent. The packing 
handling, and crating portion is based on the actual estimate received 
from the technical services and all persons concerned who are engaged 
in packing and crating this material. And after subtracting that 
figure from the total requirement for title 1, based on the ratio, the 
ratio between ocean transportation and inland transportation was 
applied to the balance to give us the amounts for inland transpor 
tation and ocean transportation 

lr, ANDERSEN. Do these figures in each instance include the cost 
of the personnel here in Washington necessary for the direction of this 
program? 

\[r. Cooper. No, sir; they do not 

Mr. ANDERSEN. It is just the actual freight, express, and so forth? 

Mr Cooprr. It is all of the field personne] engaged in the progran 

Mr. O’Hara. The people out in the field working on this ar 
neluded in this 

Mr. Taser. How many of them? 

Mr. Cooper. In 1954 we will have in title 1 8,900 man-years o1 
9,300 positions In title II, 68S positions; in title LIL, 1,046 positions 
and in title [V 85 positions. 

Mr. ANDERSEN. Approximately 10,000 personne! 

Mr. Cooper. Yes. 

Mr. O'Hara. 10,600. 

Mr. Onty. You will recall that the details of that spread in per 
sonnel were included in the several charts which General Stewart 
showed in his presentation, 

Mr. Forp. Do you have any information showing how accurate 
vour formula is, based on past experience? 

Mr. Cooprer. No, sir; 1 donot. It has fluetuated. As you realize, 
due to the projection of the shipments, if we fall down on the projection 
of our shipments, naturally the estimate will fall accordingly. In the 
past that has happened. That is why we use the total experience to 
date in trying to arrive at a better factor for 1954. 

You may recall a report as to much larger shipments in the past and 
they did not materialize because of factors over which we had no 
control. So we felt the best way was to take the total experience to 
the present time and use those factors. 

Mr. Forp. These funds that are made available for this purpose are 
not earmarked for that purpose; they are just a means of justification? 

Mr. Coorrer. No, sir. They are earmarked for that purpose and 
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are available only during the fiscal year. If we do not use them, 
they are gone as far as we are concerned. They are not allocated to 
us in the administrative allocation. 

Mr. Forp. I mean they are not returned to the Treasury. They 
are not 1-year funds in the normal sense; are they? 

Mr. Outy. They are not earmarked in terms of the appropriation, 
and one reason why we had a saving during fiscal 1953 of which we 
advised the authorizing committee and which resulted in making it 
possible for the authorizing committee to reduce the amount in the 
new obligational authority, was that we did have savings of packing, 
handling, and transportation money which had been set aside for that 
purpose and which we offered up as a saving. 

Mr. Forp. That was the $350 million to $400 million? 

Mr. Outy. It was a portion of that; yes, sir. 

Mr. O’Hara. It was a principal part of it, I should say. We 
withheld it from further programing when it was not needed for the 
purpose for which it was justified. 

Mr. Forp. What control do you have over packing, handling, and 
erating? What is your proc edure in making certain that it is properly 
handled and the money is properly spent? 

Mr. Cooper. We seas it on the estimates submitted by the various 
technical services, and they program that each quarter that they have 
a requirement for that money, and when that comes up we make a 
quarterly allocation to them to cover their requirements. That goes 
to about 10 different technical services. But from a personnel stand- 
point, we do not have any control from our office, because it is based 
on the flow of material through the depots, arsenals, and so forth, and 
the ports of embarkation and is charged on a monthly basis. 

Mr. ANDERSEN. The most of these 10,000 men are working in the 
depots or ports of embarkation and so forth? 

Mr. Coorrr. They are; yes, sir. 

Mr. AnpersEN. You do not have to put men to crating at the 
point where the manufacturer delivers to the Government; ‘do you? 

Mr. Cooprr. No, sir. 

Mr. AnprerRSEN. Take a truck, for example, or any other item. 
The manufacturer originally packs it and puts it on the car. 

Mr. Coorrr. That is right. 

Mr. AnprerseN. Then the Government’s expense is only when that 
is unloaded at some assembly point, I presume. 

Mr. Cooper. That is right. Another thing, sometimes those con- 
tractors depend on the advantage they have in contracting. <A 
contractor may agree to deliver material as is after it is manufactured 
but may not undertake and may not have the facilities for packing 
for overseas shipment. In that case, it would come into one of our 
depots for preparation for overseas shipment. 

Mr. Taser. Now, you have another one. 

Mr. O’Hara. Do you wish to hear anything from the Navy or 
Air Force? 

Mr. Taser. Yes. What about the Navy and Air Force? 
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BASIS OF AIR FORCE ESTIMATES FOR PACKING, HANDLING, CRATING, 
AND TRANSPORTATION 


Mr. O'Hara. For the Air Force, we have Mr. Sullivan of the 
Budget Division of the United States Air Force. 

Mr. Sutuivan. We in the Air Force base our factors a little dif- 
ferently from the Army on our shipments. Ours are based on the 
projected shipments in fiscal 1954. We have not done it on a per- 
centage of the dollar value of the program; we have done it on the cost 
per measurement ton that we expect to ship in 1954. 

For instance, we have projected out categories of items we expect 
to ship—the aircraft, vehicles, and so forth—and for those items we 
have the cost from the Military Sea Transport Service of the rate per 
measurement ton, and we have applied that rate against our projected 
neasurement tonnage shipment in those categories. 

Mr. Taber. What are your measurement tonnage rates? 

Mr. Suuuivan. They vary considerably. We have a factor, for 
nstance, for some aircraft of $10.56 per measurement ton, and it runs 
ip to as much as $21.21 per measurement ton. 

Mr. O’Hara. There is another thing I think that needs to be 
explained in connection with the Air Force. That is that a large 
number of dollars’ worth of their material is in aircraft which are 
flown to destination. As a comparative figure, | think we included in 
this the actual cost to the Government of delivery of aircraft, which 
represents primarily the fuel consumed in the delivery process plus the 
expenses of returning the flying crew. 

Mr. Taber. Now, is the representative of the Navy here? 

Mr. O’Hara. Yes; Lt. Gordon Johnson. 


BASIS OF NAVY ESTIMATE FOR PACKING, HANDLING, CRATING, AND 
TRANSPORTATION 


Lieutenant Jonnson. Our factor in the PHCT budget is based on 
our past experience in the program, as a percentage factor, similar to 
the other services. It is a fixed ratio for all titles of about 9.5 percent 
of the other materials or of the material in our program other than 
ships and aircraft. It is broken down by each title according to 
inland transportation, ocean transportation, and packing, crating, and 
handling. We show 20 percent for ocean and 40 percent each for 
inland and packing, crating, and handling. 

Mr. Taser. How much of this $159 million is allocated to you? 

Mr. O’Hara. $7,832,000. 

Mr. Taser. How much is allocated to the Army? 

Mr. Outy. $101 million. 

Mr. Taser. Even? 

Mr. O’Hara. That is right, sir. 

Mr. Taser. How much is allocated to the Air Force? 

Mr. O’Hara. $50,738,000. 

Mr. Taper. The next page is what? 

Mr. O’Hara. Page I-16 shows the summary for the Near East 
area of title IT. 

Mr. Taser. You have $28 million for that? 

Mr. O’Hara. $28,965,000. 
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Mr. Taper. Break that down between the Army, Navy, and Au 
eee 

Mr. O'Hara. $17 million for the Army, shown on page I-17 
$2 275.000 for the Navy, shown on page I-18; and $9,690,000 for thy 
Air Foree. The detail is on page I-19. 

On page I-21 is the estimate for Asia and the Pacific, a total of! 
$60,003,000, of which $40 million is estimated for the Army, $5,990,000 
for the Navy, and $14,013,000 for the Air Force. 

Mr. Taner. Then there is one more 

Mir. O'Hara. On page I-27 there is $3,967,662 estimated for thi 
American Republics. 

Mir. Taner. How does that go? 

Mr. O'Hara. $1,297,552 for the Army, $890,000 for the Navy, and 
$1,780,110 for the Air Foree—a total for all areas of $252.5 million 

Mr. Taner. And how did you arrive at those figures on page I-16? 
Mr. O'Hara. In the same manner as was described by the Army 
Navy, and Air Force in connection with their explanations as to tith 
!, or the European area 

Mr. Taner. How much money did you actually spend on that 
last year? 

Mr. O'Hara. The actual expenditures, or obligations on shipments 
through June? 

Ir. Taner. Obligations. 

Mr. O’Hara. Roughly $15 million on the Army in the Near East 
area. 

Mr. Cooper. In title I. 

Mr. O'Hara. Were you speaking of the one on page I-16? 

Mr. Taper. Yes. How much did you spend on that altogether? 

Mr. O’Hara. Approximately $16 million. 

Mr. Taner. That is the overall figure? 

Mr. O'Hara. Obligations; ves, sir. 

Mr. Taser. In other words, you have a figure in there of $7 
million 

Mr. O’Hara. You wanted the overall? 

Mr. Taper. That is what I asked for. 

Mr. O'Hara. I thought you said for the Army. 

The overall, if I recall correctly, was close to $25 million, with the 
estimated for June, because we do not have the reports broken dow: 
for June as of this tim 

Mr. ANprERSEN. In other words, it is pretty nearly all obligated? 

Mr. O'Hara. Those totals shown were based on actual with an esti 
mate of the continued rate they were currently obligating to May 31 
that are presented in this book. The 1953 column actually shows 
the amounts obligated on May 31 plus the carry forward of thei 
current obligating rate through June. 

Mr. Taner. That would apply to all of this? 

Mr. O'Hara. That would apply to all of this. 
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UF " 
Monpay, JuLy 13, 1953 
h CommMon-Use ITeEMs IN FoRMOSA AND INDOCHINA 
if 
Mr. Taser. What is your next item, Mr. Ohly? 
v Mir. OHLY. The so-called common-use portion of the military- 
UU issistance program in the far eastern area. If you will turn to page 


‘ 


21 you will note the items at the bottom of the page—there is an 
tem of $60 million 

' Mr. Forp. How much? 

Mr. Ouzty. $60 million That is comprised of what we refer to 


is the common-use program for Formosa and Indochina 


M Mr. Taser. Do you show that in the other picture? 
Mr. Outy. No 
0 Ir. Taper. That is not broken out by countries? 


Mr. Outey. Only two countries are involved in the program for the 
otal on these pages here; only Formosa and Indochina 
Mr. Forp. What page are vou referring to? 


tL Mr. Oury. [-2! 

Mir. ‘Taner. For Formosa and Indochina? 
ts Mr. Outy. Yes 

Mr. Taner. Why did you not put them in with the other? 

Mr. Outy. The principal reason tor segregating out these two pro- 
8 posed programs is that we have tried very hard to imnelude in the 


ili Lary assistance program-proper only those ttems which you \ ould 


call the hard goods: Weapons, munitions, combat vehicles, and things 
of that type; and to exclude therefrom the soft goods and things of 
that type. 

In the case of Formosa and Indochina it is necessary because of the 
character of these countries to supply a full series of items, such as 
medical supplies, petroleum, oil, lubricants, materials for naval shops, 

D4 laboratories, tank repairs, clothing and untform, an! in some cases 
ration items that come from the dollar areas, and for which they do 
not have the dollars themselves. 

Mr. ANDERSEN. I notice you have down here sewing machines 
among the list for repairs. 

Mr. Oury. Repairs to parachutes 

Mr. ANDERSEN. | suppose the sewing machine would be very 
essential 

Mr. Onry. Very essential if you are going to have parachutes 
operate in good condition 


| Mr. ANDERSEN. | presume so 

- Mr. Outy. Those items were prepared jointly by the military assist- 

, ance group and the Mutual Security Agency group for the two coun- 
tries concerned. They are aiso listed separately because of the method 


of procurement, the channels of procurement differ from the case of 
procurement of the ordinary military equipment 

Those items appeared in substantially the same amount in the pro- 
cram for the fiscal year 1953, although in fiscal 1953 they were 
included in the defense-support program, rather than as a part of the 
naterials program. 


BARRACKS PROGRAM AND POL SUPPLIES 


Mr. Taner. You have an item 4, “Barracks program,” and another 
project 4, ‘POL supplies.” 
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Mr. Outry. Item 4? 

Mr. Taser. Yes, barracks for military in one, and you have anothe: 
project 4 which normally would be together. 

Mr. Outy. This item 4 under project 4 is the first page on project 
No. 1. 

Mr. Taser. I see. Does it cost a lot more to build this stuff over 
there, than it does here? 

Mr. Oaty. It all depends on who is building it, and financing 
Formosa provides a great deal of work for repairs, and rehabilitation 
work. 

Mr. Forp. You are referring to items set out on page I-21? 

Mr. Outy. The last item in the last column. 


PROJECT DESCRIPTION 
The project description is set out on these two pages, Mr. Chairman, 
for Indochina and Formosa. 


(The statements referred to follow:) 


Fiscan YEAR 1954 Murua Security ProGrRam ror FormMosa—$30,000,000 


Project No. 1: Barracks repair and construction 


Project No. 2: Medical supplies and equipment 
Project No. 3: Petroleum, oil, and lubricants pipeline construction 
Project No. 4: Petroleum, oil, and lubricants supplies 
Project No. 5: Weapons and munitions 

Project No. 6: Runways 

Project No. 7: Ship repair 

Project No. 8: Vehicle repair shops 

Project No. 9: Vehicle spare parts 

Project No. 10: Cleaning and preserving material 
Project No. 11: Vehicle spare parts 

Project No. 12: Tank repair shops 

Project No. 13: Naval shops and laboratories 

Project No. 14: Aircraft repair shops 

Project No. 15: Subsistence 

Project No. 16: Uniforms and equipment 


FiscaL YEAR 1954 Murua Security ProcramM ror InpocHINA—$30,000,000 


Project No. 1: Heavy equipment and tools for roadbuilding 

Project No. 2: Black top road machinery 

Project No. 3: Pumping assemblies 

Project No. 4: Portable and mobile sawmills 

Project No. 5: Power units for emergency powerplants 

Project No. 6: Power lines and fittings for military bases 

Project No. 7: Brush cutting machinery and tools 

Project No. 8: Spare parts (engineers) 

Project No. 9: Petroleum, oil, and lubricants 

Project No. 10: Spare parts for tanker (Lieutenant Marck) 

Project No. 11: Spare parts (petroleum, oil, and lubricants equipment) 
Project No. 12: Spare parts (general purpose vehicles) 

Project No. 13: Tires and tubes for United States built combat vehicles 
Project No. 14: Sewing machines (for repair of parachutes) 

Project No. 15: Radio net for Indochina (with accessories, spare parts, and tools) 
Project No. 16: Radio equipment for radio control centers 

Project No. 17: Frequency meters 

Project No. 18: Spare parts for forklifts (Hyster) 

Project No. 19: Shoe and uniform-making machinery 

Project No. 20: Cotton, long staple (2,230 tons) 

Project No. 21: Modernization of Marine radio station (Haiphong) 
Project No. 22: Spare parts for general-purpose vehicles 

Project No. 23: Special medical equipment 

Project No. 24: Navy common use items 
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Mr. Taper. Have you anything further? 

Mr. Onty. This is the program, and I do not know whether there 
is anything else you want to have me put in the record, or not. 

Mr. Taser. It does not tell anything about the first four items, ex- 
cept that you want $295,000 for them. 

Mr. Outy. The $295,000 is to cover commodities that must be 
imported from the dollar areas, to permit undertaking this barracks 
repair construction in these four categories which are listed. 

Mr. ANDERSEN. In other words, if we do not help, nothing will be 
done about it; is that about it? 

Mr. Onty. Yes. 

Mr. Taser. Medical supplies, $2 million. That seems to be a lot 
of money for that setup, is it not? 

Mr. Outy. It relates to the testimony we heard the other day on 
the size of the Armed Forces on Formosa. 


PURPOSE OF PROGRAM 


Mr. ANnprErRsEN. Is this not simply $60 million for the relief of 
Formosa? 

Mr. Taper. There is no question about that. 

Mr. Outy. $30 million of this is for Indochina, $30 million for 
Formosa. 

Mr. ANDERSEN. $30 million is for Indochina? 

Mr. Onty. Yes. 

Mr. ANDERSEN. And the question is whether it is to the best interest 
of the United States to help their economy to the extent that they can 
keep going. That is about all there is to it, is it not? 

Mr. Ounty. Not only their economy going, but to keep the Armed 
Forces in effective operating condition; those things certainly do relate 
to the Armed Forces as such. 

(Off-record discussion. ) 


PETROLEUM SUPPLIES 


Mr. Taser. Petroleum supplies. Why would they need so much 
for petroleum supplies? 

Mr. Ounty. For the operation of ships and planes. 

Mr. Taser. They do not have many ships, do they, and not many 
planes? 

Mr. Onty. As you will recall the testimony the other day by the 
military witnesses—and you might refer back to the military program 
for Formosa, which appears in section I]-64: We have delivered the 
number of planes shown here and that additional number is sched- 
uled for delivery on orders already made available, and the new pro- 
gram includes the planes in that table. 


NAVY SHOPS AND LABORATORIES 


Mr. Taser. $1 million for Navy shops and laboratories. The 
statement indicates that they do not have anything in the line of 
shops, because the machine tools are all worn out, and that their 
tolerances were too great. If they do not have anything, why are 
you going to spend $1 million? 
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This says you want to spend $1 million to operate naval shops 
and laboratories, and it says that the present facilities are inadequate 
that the tools are not capable of performing precise work, because 
the original tolerances were too evreat. 

Mr. Ouny. The purpose of the $1 million is to provide spare parts 
to replace the items that are no longer usable. Many of the machin 
tools were of Japanese origin, and some of them sere simply not 
capable of performing the job that needs to be done. 


MISCELLANEOUS 


Mii laper. Subsistence vou have $2,180,000 for that. 


Uniforms and equipment, $2,900,000. 

Mr. ANpERSEN. And sewing machines. 

Mr. Taper. Yes; sewing machines; and then you have got MS’ 
ram for Formosa 

r. Outy. That is just a recapitulation. 


EXPENDITURES, 1953 


Mr. Taser. Do you know what the expenditures last year wer 
for this? 

Mr. Outy. Yes; $61 million. It was included under a separate 
account; it was carried under defense support for the Far East, but 
since it is directly a part of the military assistance program we desired 
this year to show it as a part of that program. 


SUMMARY OF PROGRAM 


Mr. Taner. I do not know what you are going to put in the record, 
but there will be a pretty slim justification. That is about all I can 
sav. You have made everything secret that would explain anything 

Mr. Ouny. It is similar to the regular military items which we 
cannot break down. 

Mr. Taser. I guess we will have to go out on the floor, and if they 
ask us for anything, we will have to tell them that we cannot make 
it out, and if they bow] us over, it will be your fault. 

Mr. Ouvy. If you would like a summary for your use on the floor, 
[ will be glad to prepare it. 

Mr. Taser. I do not know that you can make one, but that is up 
to you. 

(The information is as follows:) 


SuMMARY OF CommMon-Ust Programs, FORMOSA AND INDOCHINA 


The common-use program is a necessary supplement to the military assistance 
program Military aid consists primarily of the furnishing of military equipment 


and training. ‘There is a wide range of items, however, which cannot be defined 
as military hardware but which are needed for fabrication or for consumption by 
the armed forces of a countr These are known as common-use items. Or- 
dinarilv, a country receiving military aid is able to furnish or obtain these necessary 
support items with their own resources. In Formosa and Indochina, however 


economic conditions do not permit adequate expenditures for these items, and 
United States help is needed 
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1) fhe common-use programs for Formosa and Indochina, calling for the obliga- 
t in fiscal year 1954 of $60 million, are most urgently needed to provide for 
effective utilization of materiel made available under the military assistance 
o- rograms for these countries. Funds were appropriated in fiscal year 1953 for 
tly larger programs than are proposed for the current fiscal year. Recom- 
ts ndations were received for goods valued at a much larger sum but these were 


erely screened and $60 million is considered the minimum required for the 
; al year 1954 program. 
o The common-use program consists of commodities for direct consumption by 
military, such as supplementary food, petroleum products, and materials 
hich are to be fabricated in the country for military use, such as cloth for 
iforms, and steel to be manufactured into weapons or ammunition Limited 
ounts* of machinery and equipment are also furnished to permit adequate 
naintenance and repair of military materiel already on hand, 
United States dollar assistance for the procurement of these goods is necessary 
cause, in their present financial situations, neither Formosa nor Indochina aré 
able to procure them with their own foreign exchange resources Local currency 
sts involved in the utilization of the proposed common-use imports in Indc- 


- iina will be borne by France and the Associated States; in Formosa, however, 
here government revenues are not adequate for this purpose, counterpart funds 
| be used to help bear local costs. 
Mr. Onty. That is the last item, except the administrative ex- 
penses, Which ts in a separate volume 4. I think it appears on page 
1-15 
While the people on administration are gathering—you asked Ad- 
te miral Carney to appear on this item; he could not be here, but he 
sent a statement which, with your permission, I suggest be imneluded 
vs n the reeord. 
Mr. Taser. Very well, include it in the record 
(The statement referred to follows: ) 
STATEMENT OF ApMIRAL Ropert B. Carney, USN, COMMANDER IN CHIE! 
ALLIED FoRCES SOUTHERN Europ! 
2 As the allied commander in chief for southern Europe my Interests and respon- 


ties are vitally concerned with the operation and progress of our 





mutual 
irity programs in the countries which have placed military units under n 
i mimand It would be difficult to overestimate the importance of mutual securit 
grams have had in improving the military effectiveness of these countries 
In spite of the great progress which some of our allies have made in rebuilding 
their industrial capacity, we cannot decrease the volume of equipment which 
_ the fiscal year 1954 mutual security program will make available to NATO forces, 
This equipment is not only required by them for the defense of Western Europe 
rr. but also to assist materially in their force buildup and improve substantially their 
combat efficiency. I am confident of the ability of these nations to use and 
ip naintain the equipment included in this program, The defense support funds 
ire almost as important as the military end items to be supplied These funds 
lirectly assist in the establishment of an adequate defense industrial capacits 
and in addition furnish further means for the producing countries to become 
self-sustaining. 
In my opinion the risk of war is still great and there appears to be no chang 
the Soviet attitude or capability to make war which would give us any reason 
ray, to slow down or stretch out our preparedness efforts I therefore consider it 
nt absolutely necessary to maintain economic and military assistance as now pro- 
d gramed to the NATO countries associated with my command. Any appreciabl 
V diminution in our aid program at this time will hazard the defense structure which 
Yr we have so far built at such a great expenditure of treasure and effort 
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ADMINISTRATION 
WITNESSES 


JOHN J. OHLY, DEPUTY TO THE DIRECTOR FOR PROGRAM 

WILLIAM J. SHEPPARD, ASSISTANT DIRECTOR FOR ADMINISTRA- 
TION 

J. CARNEY HOWELL, CONTROLLER 

JOHN E. MURPHY, COMPTROLLER 

GEORGE W. LAWSON, JR., DIRECTOR OF BUDGET DIVISION 

RAPHAEL J. DONDERO, ASSISTANT COMPTROLLER 

EDWIN M. MARTIN, SPECIAL ASSISTANT TO THE SECRETARY FOR 
MUTUAL SECURITY AFFAIRS, STATE DEPARTMENT 

EDWARD B. WILBER, DEPUTY ASSISTANT SECRETARY FOR AD- 
MINISTRATION, STATE DEPARTMENT 

ROBERT E. O’HARA, BUDGET OFFICER, FOREIGN PROGRAMS, DE- 
PARTMENT OF DEFENSE 


Mr. Taser. Who is going to talk to us about administration? 
GENERAL STATEMENT 


Mr. Murpuy. I have a short preliminary statement, Mr. Chairman, 
to give you the setup. 

The estimate we have before you asks for an obligational authority 
for the fiscal year 1954, of $68 million for administrative expenses. 

a estimate this year contains some items which it did not contain 
in the fiscal year 1953, and those items have to do with an attempt on 
the odes of the Director of the Mutual Security to bring the two 
elements which will be consolidated under the President’s Reorgani- 
zation Plan No. 7, namely, TCA and MSA, into some degree of 
uniformity for the fiscal year 1954. 

In the past, as you know, they have been separate organizations, 
and because of their genesis and practices which have been used in 
prior years, the practices with respect to the definition of what con- 
stituted administrative expenses, and what constituted program 
expenses. This year, under the reorganization plan, if approved as 
the President has requested, we will have 1 agency where heretofore 
we have had 2, and it is important for purposes of administration that 
we develop uniformity. That has meant that the TCA portion of this 
estimate for the fiscal year 1954 contains a net increase of about $5 
million as a result of this change in definition. 

The obligations in 1953 for the program as a whole, using this 
revised definition, were $77,778,626, which includes $1,091,885 of 
reimbursable obligations associated with the Joint Administrative 
Service operation in Athens, Greece. 

Almost without exception the agencies which have estimates con- 
tained in this document have had decreases. 

The consolidated budget estimate for MSA, TCA, and Mr. Stassen’s 
immediate office reflects a decreased obligation in the fiscal year 1954 
of $4,008,816. The State Department’s estimate reflects also a small 
decrease. 

The USRO, formerly the SRE in Paris, had the largest single 
decrease in this estimate. It goes from $11,114,339 in 1953 to 
$4,465,000 in 1954. That reflects the recent decision of the President 
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to reduce this office to a channel to the multilateral organizations in 
Europe and to remove from it the jurisdiction over the European 
missions. 

The Defense Department’s estimate represents an increase of 
slightly over $1 million. This is slightly misleading, because actually 
the Department of Defense activities have been materially reduced in 
this budget, but the budget does reflect the cost for 1954 for the new 
military assistance advisory groups, which will have to be set up if 
the additional programs for certain of the countries, that we have 
been justifying in the estimates before you, actually come into being 
n the fiscal year 1954, so that the result of adding these new items 
nto the budget overshadows the decrease in existing expenses that 
have been included in prior years. 

We have with us, Mr. Chairman, Mr. O’Hara, who will justify the 
Department of Defense portion of this estimate, unless there are 
some questions on the general overall statement. 

Mr. Taper. I think I had better ask you 1 or 2 questions. 

Mr. Murpny. Yes. 


LOCAL CURRENCY USAGE 


Mr. Taser. How much of this $76 million that you say was your 
actual expenditure in 1953, is for items that you got in the form of 
oreign currency. 

Mr. Murpuy. The total of $76 million included $35,625,126 of 
local currency costs. 

Mr. Taner. How much? 

Mr. Murpuy. $35,625,126. 

Mr. Taser. And how much of the $68 million that you are talking 
about is included? 

Mr. Murpny. The estimates of local currency usage for 1954 is 
$26,463,526. 


AMOUNT OF LIMITATIONS AND OBLIGATIONS FOR 19538 


Mr. Taser. Last year your appropriation was how much? 

Mr. Murpuy. Under this item, we had an administrative expense 
limitation in the appropriation of $37, 800,000, but in addition to that 
amount of money, we received from the De partment of Justice ap- 
propriation for investigations, $1,297,000 which, as you will recall, 
was to be distributed among agencies in the executive branches for 
which it had been previously justified, and that gave us a grand total to 
work against $39,097,000. 

Mr. Taner. How much did you say Justice gave you? 

Mr. Murpnuy. $1,297,000. 

Mr. Taper. With the $1,297,000 that makes a total of, according 
to my figures, $77,297,000. 

Mr. Murpny. Your calculation is correct, Mr. Chairman, of course, 
but there is something that you have not taken into consideration, 
and that is possibly because I have not yet mentioned it. Of the $39,- 
097,000 that 1 spoke of, we actually used in fiscal year 1953 only 
$38,141,320. 

Now the difference between that figure, the last figure, and our 
dollar usage in 1953 is occasioned by this attempt to make the 195: 
figures compare with the 1954, insofar as content is concerned. 
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Our dollar obligations in 1953, we estimate, are $42,153,500 and of 
that, $38,141,320 was charged to administrative expense limitation 
Do I make myself clear, Mr. Chairman? 

Mr. Taper. Jusi about as clear as mud. 

Mr. Murpuy. Suppose I try again. 

Mr. Taser. Very well. 

Mr. Murpuy. We had an adminisirative expense limitation ot 
$37,800,000 

Mr. Taser. Yes 

Mr. Murpeny. And we got $1,297,000 from the Department of 
Justice. 

Mr. Taser. Yes 

Mr. Murpeuy. Which gave us a total of $39,097,000. 

Mr. Taser. Yes. 

Mr. Murpny. Of that we used $38,141,320, which left us with an 
unused portion of the administrative expense limitation of $955,680 

Mr. Taser. All right. 

Mr. Murrny. The reason why the obligations against the dolla: 
in 1953 are higher than the $38 million figure, which I just quoted to 
vou, is that the 1953 estimates have been made comparable to our 
1954 estimates, insofar as content is concerned. In other words, if 
you will recall, a few moments ago, I mentioned that the $68 million 
figure for 1953, includes approximately $5 million of the TC.A cost 
which here are charged to administrative expense. The comparabl 
figure for the fiscal year 1953 was approximately $4 million 





LOCAL CURRENCY INFORMATION PROGRAMS 





Mir. Taner. I am going to read to you a little bit: 










Du the fiscal vear 1953, $15,300,000 was allotted for European loc eur 
rency information programs. which were administered in MSA during the fisea 
vear 1953 In : tion, administrative costs of $3,860,387 included in pay of 
American perso! were carried in MSA administrative budget 





and thev did not have anything of that at all. 

Mr. Murpny. Well, sir; Reorganization Plan No. 8 ordered 
moving the information program of the Mutual Security Agency 
into a new United States Information Agency, and if you will recall, 
in our budget on which you have already had hearings, we have an 
information item of $7,600,000 for fiscal year 1954. Now, that figure 
and the figures comparable for fiscal 19/2 and 1953, include these 
items you are speaking of and they have been removed from the 
administrative expense budget so that we would have the items 
separately identified and we could turn the money over to this United 
States Information Agency when it came into being. 

Mr. Taner. Why was it that you did not tell us that when you 
were making the comparable illustration? Why did you not tell us 
about that figure? 

Mr. Murpny. I overlooked it, sir; but the information item in the 
budget stands on its own feet, and is a total item. It has been broken 
out from the administrative estumate for fiscal year 1954 and prior 
years, so far as this document is concerned. 

Mr. Taser. But the $4 million was in there in the $76 million, but 
you do not say anything about it in the $68 million. 
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nd Mr. Lawson. Mr. Taber, the $4 million has been taken out of the 
on ano . gate tr 
$76 million and the comparable figure of $2.8 million has been taken 


out of the fiscal vear 1954 administrative expense estimate and 
included in the information estimates of MSA. 
Mr. Taner. Can vou tell me out of which item ii came? Let us 


ook at “Direct obligations’? down there and cell me, if you can, out 

? of which ttem that came and the difference beiween the 1953 figure 
and the 1954 figure. | would like io know that. | cannot find it 

yself. 

" [ want you to look ai the last 2 columns and tell me if the items 
that appear in the 1953 column which were lefi out of she 1954 col- 
imn come anywhere near matching the $3,860,000 

Mr. Muppuy. Do you understand, Mr. Chairman, that the fiscal 
“ur 1953 column also has the amounts out of ii? 
al 


Mir. Taper. You mean it is out of it? 
st) ' , . rn mn 

\ir. Mureny. Yes, sir. They are comparable, sir. The amounts 
have been taken out of both columns 


DECREASES IN VARIOUS OBJECTS 


\ir. Taser. There is one nonrecurring tiem of $2,600,000 and there 
“e s about a $1,200,000 item of reduciion in equipment and a couple 
Bt hundred thousand in supphes and $400,000 in services performed by 


other agencies and other coniraciual services which is down a couple 
of million. Those are the major part of the reduction and there are 
ome increases. 

Mr. Murpuy. There is a sizable decrease in personal services, sir 

Mr. Taner. Yes, there is some decrease, but there is a large increase 
in travel and a large increase in transportation of things, which is hard 
to undersiand, 

Mr. Mureuy. Well, 1 think probably they could best be justified 
as we come to the individual agency submissions rather than trying 
o get one explanation that would fit the needs of all of them 


Mr. Taner. All rieht. 


‘\ 
} SUMMARY JUSTIFICATION DATA 
mt | think vou had better put in the record at this point pages 3, 4, 5, 
re and 6 in this little book. 
y (The matter referred to is as follows:) 
if 
1S (GENERAL STATEMENT, Mutua. Securtry PROGRAM—ADMINISTRATIVE EXPENSE 
d Estimates, Fiscan YEAR 1954 
This estimate of requirements for administrative expenses of the mutual security 
ul program, fiscal vear 1954, reflects reductions from the amount requested in the 
IS January budget due to intensive screening of requirements and anticipated savings 
due to reorganizetion and the adoption of recommendations made by the evalua- 
tion survey teams 
* The estimate includes requirements for the Director for Mutual Security 
n Mutual Seeurity Agency, and the Technical Cooperation Administration. If 
I" Reorganization Plen No. 7 is not rejected by the Congress these three organiza- 
tions will be merged into the new Foreign Operations Administration The esti- 
’ mate also includes funds for administrative expenses of the Departments of 
Defense and State which Departments heve certain responsibilities for program 


formuletion and execution under the Mutual Security Act 
The fiscal vear 1954 administrative expense estimate is presented on & gross 
lollar basis as provided by section 1415 of the Supplemental Appropriation Act of 
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1953. The agencies participating in the mutual security program will continu 
to use foreign currencies to the maximum extent as in the past. However, such 
local currencies will be acquired with appropriated dollars by purchase from the 
Treasury, with such appropriated dollars going back to the Treasury as ‘“‘miscel- 
laneous receipts.”’ Of the total requirements of $68 million, it is estimated that 
$26,463,526 will be used to purchase foreign currencies from the Treasury as pro- 
vided by section 1415. 

This estimate also excludes expenses for the information program formerl, 
conducted by Mutual Security Agency which would be transferred to the United 
States Information Agency under the President’s Reorganization Plan No. 8. 
These estimates are included in a separate program submission. 

These administrative estimates reflect several shifts in financing of personne! 
as between program and administrative funds. The principal changes in defini- 
tions are applicable to the Technical Cooperation Administration portion of the 
estimates. Prior to fiscal year 1954, all United States personnel in TCA missions 
were charged to program funds. The MSA practice has been to charge only thos 
personnel actually engaged in furnishing technical assistance to the participating 
country to program funds. The Technical Cooperation Administration estimates 
are changed to reflect a similar practice. In addition, certain domestic costs i: 
participating agencies in connection with specific field projects, technical support 
to the field technicians, and training expenses will be charged to program funds. 
As a result of the shift, the fiscal year 1954 estimates include approximately $5 
million more than would have been vequired under the previous practice. How- 
ever, the fiscal year 1952 and 1953 columns have been adjusted for comparability. 
This increase in administrative funds is offset by a comparable reduction in pro- 
gram funds. 

WASHINGTON REQUIREMENTS 


The administrative estimates for fiscal year 1954 covering expenses in Washing- 
ton include funds for the combined organization of the Office of the Director for 
Mutual Security, Mutual Security Agency, and Technical Cooperation Adminis- 
tration. Executive Order 10458 transferred the Technical Cooperation Ad- 
ministration to the Office of the Director for Mutual Security from the Department 
of State, as well as other functions financed from mutual security program funds 
which had been included in the Department of State. Other functions transferred 
to Mutual Security Agency from the Department of State by the order were the 
escapee program and the voluntary relief packages program. Also included are 
certain requirements of the Department of State which continues to have responsi- 
bilities for the conduct of our relations with NATO and other regional organiza- 
tions. The estimate for the Department of Defense includes that Department’s 
requirements for administering its responsibilities under the mutual security 
program at the departmental level. 


UNITED STATES REGIONAL ORGANIZATION 


There is presented separately in this estimate the requirements for the new 
United States Regional Organization located in Paris which supplants the Office 
of the Special Representative in Europe. The new organization will be headed 
by a Chief, who will be the permanent United States representative to NATO and 
other regional organizations. USRO will be in some respects similar to a country 
team with Department of State, Department of Defense, and Mutual Security 
Agency elements. The estimate for USRO is being submitted separately in order 
that the Appropriations Committees may be able to compare the new organization 
with the Office of the Special Representative in Europe, as it was known in the 
past. Sizable reductions in both United States and local personnel are reflected 
in the estimate. This organization will have no direct supervision over any of 
the country missions in Furope. 


COUNTRY ORGANIZATION 


The estimate for fiseal year 1954 includes administrative expenses for the 
country missions of the various agencies with responsibilities under the mutual 
security program, Reductions have been made in the former MSA European 
country missions and reflect recommendations made by the evaluation survey 
teams. Certain increases are provided in the TCA missions in the Near East, 
Africa, and Asia areas. In each country where there is a country team, maximum 
use is made of existing Department of State facilities in order to prevent duplica- 
tion of administrative functions. 
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Consolidated comparative summary of obligations by object class 


ALL AGENCIES, DEPARTMENTAL AND UNITED STATES FIELD 


Actual, 1952 Estimate, 1953 Estimate, 1954 
Description ae 
J - Num- : 
—_ Amount im Amount | Num 


ber ber Amount 


MILITARY PERSONNEL 


tal number of permanent positions 
rage number of permanent personnel 
age number of temporary duty 


Average number of military person- 
nel 


nent above basic rates, military per- 
ine] 

tation allowances 
Initial clothing allowances 
Maintenance clothing allowances 


Total, military personnel 
CIVILIAN PERSONNEL 


1anent positions 3, 221. " 3, $16, 2,¢ $16, 012, 804 
Deduct lapse : 33° ; 3 53.3 1, 555, 907 
Deduct portion of salaries paid from 

other accounts 
Deduct savings due to lower pay scak 

for part of year 


Net permanent personnel 
erage permanent local personnel not 
ncluded above 
rage part-time and temporary person- 
Slain 2 ; } : , : 252, 
Average employment all civilian 
personnel ‘ 14, 709, 
ts to other agencies for reimbursa 
details 
ilar pay in excess of 52-week hase 
ments above basic rates, civilian per 
sonnel 
Allowances 
Overtime and holiday pay 
Night work differential 
Additional pay for services abroad 


Total, civilian personnel 
DIRECT OBLIGATIONS 


Personal services 
rravel 
rransportation of things 
{ Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
* Supplies and materials 
Equipment 
Lands and structure 
Grants, subsidies and contributions 
Pensions, annuities and insurance 
claims 
Refunds, awards and indemnities 
Taxes and assessments 
Unvouchered 


Total, direct obligations 
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Consolidated comparative summary of obligations by object class—Continued 
ALL AGENCIES, OVERSEAS 
Actual, 1952 Estimate, 1953 Estimate, 1954 


Num Num 
ber ber 


oo9, 119 
90, 180 
7, 846 


rpay in excess 


4yments above ba 
personnel] 
Allowances 
Overtime and holiday pay 
Night work ditferer 


onal pay | 


1¥, 904, 
02 ‘Travel 5, 442, 
03 ‘Transportation of thin 1, 463 
4 ( nmunication services 744, 
05 Rents and utility services 1, 196, 17 
06 Printing and reproduction 
07 Other contractual services 
Services performed by other 

Supplies and material 

equi} 
Lands and structure 


(7rants, subsidies and contributions 


nent 


mnuitie 1d) insurance 
wa nd lemnitic 


sand assessmen 1 ‘ ; 37, 35¢ 
vouchered 16 5, 45, OOM 


45, 096, 464 








1, 404 


























COMPARISON ESTIMATED EXPENSES FOR 1952 AND 1958 





Mr. Taser. Was there not supposed to be a reduction in this 
idget figure for 1953 below 1952? 

Mr. Murpny. These figures that you have, sir, as I have explained, 
o not show a reduction for the reasons which I indicated, the change 

definition, but from a dollar standpoint, we did get a reduced appro- 
yriation from Congress. 

Mr. Taser. But I thought you adjusted them for comparability? 
Mr. Murpuy. Yes, we did, sir. 

Mr. Taser. How did the two go together? 

Mr. Murpuy. We added into the 1953 and the 1952—all columns, 
should say—items which heretofore we have not considered admin- 
strative expenses. 
Mr. Taser. What, for instance? 








JUSTIFI 





ATION 





FOR 





PROGRAM 





DIREC 





rIoN 





PERSONNEL 








Mr. Murpuy. In the point 4 program in TCA, sir, all of the expenses 
of program direction overseas in the country missions. 

Mr. Taper. In the country missions? 

Mr. Murpny. Yes, sir. 

Mr. Taser. All those people were on the payroll in the justifica- 
tions which were presented to us. 

Myr. Murpny. Yes, sir, they were on the payroll, but they were not 
harged to administrative expenses in 1953. 

Mr. Taner. They were on the project payroll. 

Mr. Murrny. They were charged to program funds; yes, sir 

Mr. Taser. And they were that way as they were presented to us 
on Saturday. 

Mr. Murpny. No, sir 

Mr. Taser. Oh, ves, they were included in there. 

Mr. Mureny. No, sir, those figures that you have in the budget 
the large document on personnel for TCA in the various countries—do 
not include the country directors and their staffs 

Mr. Taser. But they did last year. 

Mr. Murpny. Yes, sir, they did last year. 

Mr. Taser. They justified them to us as if they were included. 

Mr. Murpuy. | am sorry about that, sir 

Mr. Taner. There is not any question about that 

Mr. ANperSEN. They did not mention the fact that they were not 
included this vear. 

Mr. Taser. They were included in the number of people they had 
on the roll and the number they wanted. 

Mr. Ontry. | think they were identified as technicians, which are 
not the people that are being referred to by Mr. Murphy which 
represent the country directors and people directly in the country 
missions. 

Mr. ANDERSEN. They are the top administrative layer of the 
technical-assistance program in that country? 

Mr. Outy. Yes, sir. 

Mr. ANDERSEN. They made no mention at all that they were 
included anywhere else. 
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Mr. Taser. They indicated to us, and we could not get any oth: 
inference out of the justifications that they made, that they we: 
included in the country items. 

Mr. Murpuy. That is an oversight and I am only sorry now tha 
I did not think to warn them to affirmatively state that, but the fa 
is that the program direction staff in the missions were not include: 
in the program cost for fiscal vear 1954 and we have asked TCA to ¢ 
on the same basis overseas as MSA is now so that we will have or 
pattern for administrative expenses in fiscal year 1954 for this ne\ 
consolidated agency. Otherwise, we would have to determine t 
which country we were sending someone in order to know whi 
funds should be charged with the salary of an administrative office: 
for instance. 

INCREASE IN COST IN 1953 OVER 1952 


Mr. Taner. How do you account for the fact that the 1952 cost 
was $67,178,631 and yet the 1953 cost was $76,686,741? 

Mr. Murpny. That is explainable, sir, by the fact that in fisea 
vear 1952 the TCA principally was building up its staff overseas 
If you will recall the history of TCA, in 1951 they had an appropria 
tion, worldwide, of less than $30 million. In fiscal vear 1952, thei 
appropriation approximated $200 million. So, in 1952, they start 
to build up their staff in these countries, but they did not finish it 
The 1953 increase is mainly a matter of paying annual salary for peop! 
who were there only a part of the year in fiscal year 1952. Some o! 
these people just arrived at their post for the first time in fiseal yea 
1953. 

Mr. Taner. Well, there would not be very much money involve: 
in their salaries, would there? There was not any substantial numbe1 
of personnel charged to this administrative expense on TCA anyway 
was there? 

Mr. Murpuy. Well, sir, they have been put in here to make th 
estimate for the. prior 2 years comparable for 1954 and we put in th 
comparable charge for 1952 and 1953. 

Mr. Taner. How much was it? 

Mr. Murpuy. In 1953 the increase in the estimate, occasioned 
by grinding into the administrative expense estimates the program 
direction personnel is approximately $4 million. Now, in fiscal 1953 
that cost is estimated to be approximately $5 million—I beg your 
pardon—fiscal year 1954. I have my years twisted and I am sur 
I am confusing you. Let me start over again. 

In fiscal 1953 the increase is $4 million; in fiscal 1954 the increas: 
is estimated at $5 million; there was also an increase in the Depart- 
ment of Defense from fiscal year 1952 to fiscal year 1953, sir. As you 
will note on page 9 of the document, the Department of Defense costs 
went from $19.9 million in 1952 to $23,682 million in 1953. 

Mr. Taser. There was $4 million in there for that? 

Mr. Murpuy. Yes, sir. 

Mr. Taser. That just about balances the $3,800,000 that there was 
in the Information setup? 

Mr. Murpny. Yes, sir; that is correct, but that is not the 1953 o1 
1954 column. 

Mr. Taser. That is in neither one? 

Mr. Murpnuy. No, sir. 


he 


mec 
ran 
195 
you 
Sul 


east 
art- 
Vol 


‘OSts 


was 


641 


Mr. Taser. These figures are not accurate figures, then; they are 
ist jumbled around in order to try to make them comparable; 
1S that it? 

Mr. Murpny. It may appear that wary. 

Mr. Taser. I wonder what the total is. Is it anything that we 
n depend upon, or is that all adjusted? 

Mr. Murpuy. We have tried very hard to present estimates for 
fiscal year 1953 and 1952 which are comparable completely with the 
estimate for fiscal year 1954 on this revise:l basis. 

\Ir. Taper. Your request was for $43,790,000, plus $30,719,000 of 
foreign credits, for a total of $74,509,000 

Mr. Murpny. Yes, sir. 

Mr. Taser. The bill was reduced to $37,800,000 and now you add 
that to the $30,719,000 and you get $68.519.000. That would be the 
fizure which ‘you would almost have to arrive at unless you found some 
way of getting around the congressional action? How about it? 

Mr. Murpuy. That is a leading question, Mr. Chairman. 

Mr. Taper. No; it is not; it is just the opposite to a leading ques- 
Lion. 

Mr. Murpuy. Well, sir, as I explained 

Mr TABER. li fives you i chanee tO answer. 

Mir. Murpnuy. The $76 million figure which you refer to does have 
$4 million in it which was not really, as a matter of law, subject to 
the administrative expense limitation to which vou referred. 

Mr. Taper. And it does not bave the $3,860,000 in it either. 

Mr. Murpuy. No, sir; it does not have it in either column. 

Mr. Taner. That means you spent instead of $8 million beyond 
what the Congress figured to give you, you spent $12 million. That 
is about the size of it, is it not? 

Mr. Murpuy. Well, sir, no it 2 not 

Mi Taser. How do you figure anything else? $37,800,000 and 
$30,719,000 makes $68,519,000 an = you spent $80 million and a little 
more and that is $12 2 million beyond what the Congress figured you 
wert going to have. 

Ir. Murpuy. Well, sit, as you know, in fiscal year 1953 we did 
receive this $1,297,000 from the Department of Justice which you 
have not included. 

Mr. Taser. Well, yes; but that is only 10 percent of it. Where is 
the rest? 

Mr. Murpuy. The second point, sir, is that there is an item that 
is better than three times the size of that last one, which is the $4 
million. As a matter of fact, Mr. Chairman, the funds were justified 
as program funds and we did not in 1953 have them in administrative 
expenses. 

Mr. Taser. I thought you charged about $3 million or $4 million 
of the TCA funds to administrative expenses last year in 1953. 

Murpuy. No, sir. These items that I spoke to vou about are 
put in here to make the 1953 column comparable to 1954, but as a 
practical matter, they were spent from other funds in 1953, or program 
funds in 1953, which is where Congress appropriated the money for the 
programs direction cost in TCA. 

Mr. Taser. Well, you have $4 million in the $76 million? 

Mr. Murpny. Yes, sir. 
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Mr. Taser. That was stuffed in there to make it on a comparable 
basis? 

Mr. Mureny. That is correct; yes, sir. 

Mr. Taper. That would be where in the $37 million figure or the 
$9 million figure or the $15 million figure? It has to be in some of 
those. or did you split it up? 

ir. Murpny. Yes, sir. You are looking at these figures on page 5 

Mr. Taper. I was trying to. It is not on page 5: this is page 1. 

Mr. Murrpny. I beg your pardon, I did not recognize the figures 
That $4 million is spread through all those object classes in the 1953 
column; it is In salary and travel and all the other expenses. Now. 
I do not have an object class breakdown, but it is possible that one of 
the TCA representatives does. 

Mr. Taner. Well, I do not know; we do not seem to be able to get 
it, and maybe we had better go along. There seems to have been 
$8 million spent anyway, according to the information which I have 
been able to get, which was above what the C ongress figured on. 

You spent $35,625,000 and when you were be fore the committee 
last year, vou told us that you were going to spend $30,719,000 in 
foreign credits. Now, you probably only went $4,800,000 above the 
figure that you were authorized to spend and which you told Congress 
you were going to spend. 

Mr. Murpuy. Well, sir, there was the added factor that came into 
the picture that I think weighs a little bit in our favor. During fiscal 
vear 1953 we tried, and it was our first year where we had any ex- 
perience, and I am sure we could do better as the years go by, but we 
tried to extend the use of this local currency throughout the world 
Now, if you will recall, | mentioned to you that the TCA program 
direction people in fiscal year 1953 were charged to the program funds 
and also their travel was estimated as coming from the appropriation 
for program funds. We encouraged attempts throughout the year to 
increase the utilization of local currency by the payment of allowances 
of those people and for their travel and transportation of effects. 

Mr. Taser. How much was the travel? 

Mr. Murpuy. Well, I do not have a figure for it, sir, but in that 
area we spent local currency for things which we did not have in our 
administrative expense estimate, because the items themselves were 
not charged to administrative expenses, and we saved program dol- 
lars for other purposes. Now, the $35 million figure includes some 
measure of that local currency, but to be truthful with you, I do not 
have an estimate at the moment. 

Mr. Taser. Who is going to answer the detailed questions? 

Mr. Murpny. Well, we have representatives from each of the 
agencies here, sir; Mr. O’Hara represents the Department of Defense; 
Mr. Sheppard is Assistant Director for Administration in Mr. Stas- 
sen’s Office, and he is supported by Mr. Lawson and Mr. Howell, 

handle the questions on the consolidated DMS, MSA and TCA 
submission. 

INCREASE FOR MILITARY PERSONNEL 


Mr. Tarer. You are asking for the military 2,152 as personnel as 
against 1,993, indicating a jump of about 157 and last year you had 
a jump of 231. Now, why are you asking for the additional help? 
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Mr. O’Hara. On the military personnel, Mr. Chairman, the actual 
952 number of positions was 2,089. 

Mr. Taper. How was it that way? 

Mr. O’Hara. That is the number, sir. The figure to which you 
referred was the average. 

Mr. Taser. I took the average both places. 

Mr. O'Hara. That is right, sir. 

Mr. Taner. The number of positions you were asking is shown 
as 2,138 in 1953 and 2,398 in 1954. 

Mr. O'Hara. That is right, sir. The increase is entirely due to 
new military-assistance advisory groups. The Mutual Security 
legislation this vear—the extension bill—provides for increases in 
military personnel in new activities, which are those of missions in 
certain countries in the Middle East area and in one country in Asia 
where it is expected that this vear there will be a mission. 

(Discussion off the record.) 

Mr. Taner. Are these personnel here in Washington or are they 
in the field or where are they? 

Mr. O'Hara. There are statements on pages 13, 14, and 15 which 
divide up these people; and the ones you referred to, sir, were the 
military personnel. There is also civilian employment in those years. 
We had a total of 1,667 United States citizen positions in 1952 
1,567 positions in 1953, and 1,476 proposed for 1954 as United States 
civilians. 

Mr. Forp. It is not positions that make the difference; it is actual 
personnel. Is that not right? 

Mr. O’Hara. Well, positions are the actual personnel, Mr. Ford. 
The other figure is the average. Since, during fiscal year 1952 we 
still had an increase in the manning of the military-assistance ad- 
visory groups Overseas, that was a growing program, as the deliveries 
of large items of material began to be substantial for the first time. 
However, in 1953 there was very little personnel increase; in fact, 
there was a reduction in total personnel during the period between 
the end of 1952 and the early part of 1953 in those military-assist- 
ance advisory groups. 


CIVILIAN PERSONNEL, DEPARTMENT OF DEFENSE 


Mr. Taser. Your average employment of ell civilian personnel 
has gone up. 

Mr. O’Hara. The employment went down, because a great many 
of the people in 1952 were en route during that year, and the average 
number is actually slightly greater in 1953. However, the number 
is again proposed to be reduced in 1954. The average number is 
also reduced in 1954. 

Mr. Taser. What page are you on? 

Mr. O’Hara. The overall is on page 9 and the details, divided 
between departmental, field, and overseas, is on pages 13, 14, and 15. 
You will notice that the number of permanent positions in 1952 was 
1,667; the number estimated in 1953—and that is approximately 
correct——was 1,567; the estimated for 1954 is 1,476. The average 
number, taking out the time that they were not in place in each year, 
is 1,414 in fiscal year 1952; 1,431 in fiscal year 1953, and 1,377 in fiscal 
1954, 
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Mr. Taser. I am particularly interested in the comparison betweer 
1948 and 1954, and it looks to me asif you have made up your difference 
there by calling on quite a number more of local personnel and ending 
up with more total personnel than you had before, That is true, is 
it not? 

Mr. O’Hara. That is true in the new MAAG’s. We have new 
MAAG’s—that is, new military-assistance advisory groups—that are 
coming up in 1954 which account for an overall increase in our 
overseas employment, 

Mr. Taper. Where does that appear? I want to see where it 
appears and what items there are in the column on page 1, 

Mr. O’Hara. Page 1 is a summary of all agencies, sir; but I am only 
speaking for Defense, which starts on page 9. 

Mr. Taper. The military runs $24,781,000, according to this, 
which is an increase of a little over $1 million over last year and almost 
$5 million over the year before. 

Mr. O'Hara. That is correct, sir. 

Mr. Taper. Now they have a considerable amount of civilian 
personnel in the amount of $23 million, with a lot of local personnel 
in the amount of $3% million, and then they have down further $14 
million for “Services performed by other agencies.” 

Mr. Murpny. Those figures are inclusive for all agencies. The 
Defense figures are in those figures. 

Mr. Taper. But, where are they? That is what I am trying to find 
out so I can check them and have some idea of what they would add 
up to. 

Mr. Murpny. All right, sir; it adds up to this $68 million on page 1. 

Mr. Taper. How does it sn it? 

Mr. Murpny. Let me take any one item and I will trace it through 
for vou. 

Mr. Taser. Trace these personnel figures through for us. 

Mr. Murpuy. All right, sir. On the top line on page 9, the line 
that is labeled ‘“‘Average number of military personnel,” that is 2,152 
average military personnel for fiscal year 1954. If you turn over to 
page 1, because the Department of Defense is the only user of military 
personnel, you will find that very same item at the top of page 1. 
If you drop down to the next item and take ‘Total civilian personnel” 
all the way down to 1,790 on page 9 in the 1954 column, you see the 
1,790 total civilian saan: That figure is included in the 6,391.8 
on page 1 which is the total civilian personnel. That 1,790 is in the 
6,391.8 total civilian personnel on page 1. In other words, page 1 
is just a recapitulation of the similar pages for each of the agencies 
involved in this document. 

Mr. Taser. The 6,391.8 is part of the $23,144,000 which appears 
in the net personnel, is that it? 

Mr. Murpny. It is part of that $34,237,000 for “01 Personal 
services,”’ and right below it there is $30,282,573, which is the portion 
of ‘Personal services”? that relates to civilian personnel. 

Mr. Taser. All right; we have $24 million here for 
services” of one kind or another. 

Mr. Murpuy. That $7,334,000 is in the $30,282,573 figure on 
page 1. 

Mr. Taner. Let us see what else is in there. I am interested now 
in the departmental figure. 


‘Personal 
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Mi Murpuy. The departmental figure for Defense on page 13 is 
45 civihan personnel at a cost of $4,524,540 and that is included in 
he $7,334,475 on page 9 and, of course, also in the $30 million figure 
1 page lL, 

Mr. Taser. You have another figure of $1,850,000 on page 16. 

Mr. Murpnuy. That is the overseas cost of the Department of 
Defense. It, hkewise, is included in the $7,300,000 figure on page 9 
nd the $30 million figure on page 1. 

Mr. Taper. That makes a total toward that figure of $7,334,000, 
lus $3,995,000, or approximately $11,300,000? 

Mr. Murpuy. $11,289,819, which is the ‘01 Personal services” figure 

t below the $7,334,000. That is the total of military and civilian 
personal services cost. 


CIVILIAN PERSONNEL IN MSA, DMS, AND TCA 


Mr. Taser. How much is there for civilian personnel that is paid 
out of this $30 million besides that? 

Mr. Murpuy. Well, sir, in MSA—the consolidated MSA, DMS, 
and TCA budget for fiscal 1954, on page 19 you will note there is 
947.5 man-years at a cost of $19,380,198, and in addition for the 
USRO in Paris. 

Mr. Taser. Where is that? 

Mr. Murruy. On page 43. There is a total of 654.3 man-years 
at a cost of $3,567,900. 

Mr. Taser. Well, $11 million and $19 million makes $30 million 
and $3,500,000 makes $33,500,000. Now, is that all there is? 

Mr. Murprny. Yes, sir; I believe so. That is $34,237,917, which is 
the total for “01” on page 1 of the document. 


MILITARY AND CIVILIAN PERSONNEL, DEPARTMENT OF DEFENSE 


Mr. Taser. Can you tell me how many personnel you have on your 
rolls? 

Mr. O'Hara. We have that information, Mr. Taber. As of March 
31, which is the latest date on which we have a complete worldwide 
report, for the Department of Defense, the total number at that time 
was 3,728, military and civilian, including foreign nationals, sir; 
and divided up, is 2,042 for military personnel and 1,433 civilian 
employees and 253 foreign nationals. 

Mr. Taner. That makes a total of 1,686 civilian personnel, is that 
right? 

Mr. O’Hara. That is correct, sir. 

Mr. Taser. Which is about 100 below what you show in here 
for 1953 and about 100 below what you show for 1954. 

Mr. O’Hara. I would like to point out, Mr. Chairman, that the 
number of civilian employees in 1954—the United States civilians, 
is about the same as that figure, which is looking toward the force 
that we will have at that time. On the new military assistance 
advisory groups in new countries, we have been specifically authorized 
an increase in our administrative personnel in the military. The 
rest of the increases are local civilians. Those increases are in Spain, 
Japan, and the Middle East countries. 
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MSA CIVILIAN PERSONNEL 


Mr. Taner. How many civilian personnel do you have in MSA 
in the United States? 

Mr. Lawson. As of June 30, Mr. Chairman, there were 1,579 i1 
MSA and TCA combined 

Mr. Taser. That is about what you are asking for now? 

Mr. Lawson. Yes, sir 

Mr. Taser. And it is a little under what your average was’ fo: 
last vear? 

Mr. Lawson. Yes, sir. 

Mr. Taser. How many do you have overseas? 

Mr. Lawson. In MSA in Europe we have 360; in the Far East 
we have 92, and we have a total of 761. 

Mr. Taner. Where? 

Mr. Lawson. Overseas, excluding USRO. 

Mr. Taser. That is comparable to the figure on page 29? 

Mr. Lawson. It would be comparable to the 843 at the very top 
of page 29. 

Mr. ANpERSEN. Did you say that included TCA? 

Mr. Lawson. Yes, sir. 

Mr. Taper. You have furnished the total figure and you gave us 
the figure of 360 in Europe and 92 in the Far East. Will you give us 
the information as to the location of the balance of that figure? 

Mr. Lawson. In Central and South America we have 81 in MSA; 
in the Far East 88 with TCA and in the Near East and Africa we 
have 140 in TCA. 

Mr. Taser. Does that include all your personnel? 

Mr. Lawson. That includes all United States employees paid from 
administrative funds. 


DISTRIBUTION OF POSITIONS BY SALARY RANGE 


Mr. Taser. Now will you give us the number getting $5,000 in the 
United States? 

Mr. Murpuy. Could we add that up for you and insert it in the 
record? 

Mr. Taser. Put in the record the number in the United States 
receiving $5,000 and above. First give us the number between 
$2,500 and $5,000 both overseas and in the United States, then the 
number from $5,000 to $7,500 separately overseas and in the United 
States; the number receiving $7,500 to $10,000 separately overseas 
and in the United States; the number receiving $10,000 to $12,500 
separately in each place, and the number receiving over $12,500 in 
each place. 

(The information is as follows:) 

The following table shows the number of positions in various pay brackets 
United States and overseas, included in the fiscal year 1954 administrative 
estimates for MSA and TCA. Such numbers represent established positions 
shown in the budget which may be filled all or a portion of the year. 
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Excludes 1 employee at a salary rate in excess of $12,500 
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Excludes an average of 9.722 project order employees at an annual cost of $35,902,544 includes 
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‘ Includes 1,243 local employees (foreign natio i \ g nual rate of $2,154 


Mr. Taser. How many do you have in the $12,500 plus bracket? 

Mr. Murpny. | can tell you the number is below 50. That is not 
the beginning of a grade, Mr. Chairman. $12,000 is the beginning of 
a grade, and that might present a little difficulty in giving you the 
figure. Grade 16 starts at $12,000. So, if you have all of grades 
16, 17, and 18, it would answer vour question 

Mr. Suerparp. There are about 38 filled. 

Mr. ANDERSEN. 38 in what area—in the United States? 

Mr. Sueprarp. Yes, sir. 

Mr. Taner. You have about 38 here. How many do you have 
abroad? 

Mr Lawson. I do not know the number abroad. 

Mr. Taper. Would you have any record of them? 

Mr. Lawson. Yes, sir. 

Mr. Taser. They would show a much different pay compensation 
than those here, so that it is kind of hard to figure out what they do get. 

Mr. Lawson. If you include salaries and allowances; yes, sir. 
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Mr. Taser. That is what I want to do. 

Mr. Murpuy. Overseas they are in the Foreign Service grades, and 
they will be Foreign Service staff. 

Mr. Taser. Do you give them the 25 percent allowance overseas 

Mr. Murpny. Only in certain places. The hardship differentia! 
does not apply uniformly throughout the world, 

Mr. Taser. Do they use the same formula that the State De 
partment does? 

Mr. Murpuy. Yes, sir; we do. 

Mr. SHepparp. And 25 percent, it should be said, is the maximum 
The most of them are 10, 15, and 20 percent, but some are 25. 

Mr. Murpny. We do have their salaries, and they are spelled out 
on the green sheets, and we can add up those the same as we do for th: 
United States—those making $12,500 and up—and show them 
separately. 

Mr. Taser. What is the highest salary? 

Mr. SHepparp. Overseas? 

Mr. Taper. Yes. 

Mr. Suepparp. $14,300 is the top of FSR-1. Of course, beyond 
that there are diplomatic posts and mission chief posts. 

Mr. Taser. You have mission posts; do you not? 

Mr. SHEPPARD. Yes, sir; we have mission chiefs. 

Mr. Taser. How many? 

Mr. SuHepparp. In MSA there are probably a total of 16; in TCA 
there are about 35. 

Mr. Murpuy. They are not mission chiefs. 

Mr. Suepparp. In TCA they are called country directors. 

Mr. Murpny. They are not mission chiefs in the sense of havin: 
ambassadorial rank and receiving ambassadorial pay. 

Mr. Taser. They are not? 

Mr. Murpuy. No, sir. 

Mr. Taner. What do they get? 

Mr. Suepparp. The top classification they may get is TCA-1, 
like FSR-1 is the top for Foreign Service reserve people. 

Mr. Taser. What does that mean? 

Mr. Suepparp. The entrance pay at grade TCA-1 is $12,800 and 
runs up to $14,300. That would be paid only to an individual respon 
sible for directing and supervising the entire TCA program in an 
important country. 

Mr. ANDERSEN. That, of course, is the world differential? 

Mr. SHepparpb. Yes, sir; and without the allowances. 

Mr. Taser. The allowances run about what—$2,500? 

Mr. Suepparp. | believe that is a little high for the worldwide 
average. They vary considerably. Some posts do not have cost-of- 
living allowances. The housing allowance in Paris, I believe, is 
$3,000. It varies considerably. 

We would be happy to furnish a list of the allowances around the 
world, if you would like. 

Mr. Taser. I think you had better furnish the committee with that 
information. 

INCREASE FOR TRAVEL 

Mr. Taser. Why is your travel going up with less overall personnel? 

Mr. Murrny. There again that is the type of question that can best 
be answered by looking at the individual agency components of the 
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budget. For example, if you look at MSA, page 19, you will note 
the travel is going down, not up. So that there is no one answer that 
will cover the whole book. So the overall increase is difficult to explain 
under the circumstances. If you will allow each of the agencies to 
justify their portion, it will answer that. 

Mr. Taper. It went up last year practically $3 million—$2.6 
million. 

Mr. O'Hara. $1.8 million of that was in the Department of Defense, 
in the increase from 1952 to 1953, and there is a further increase in the 
Department of Defense from 1953 to 1954. That runs to $870,000. 

here are two primary reasons for the increase in the total in travel 
cost for the Department of Defense. The one which accounts for the 
great bulk of it is that the rotation period for the first assigned per- 
sonnel to overseas posts for a 2-year period expires for the vast bulk 
of military personnel assigned at the end of fiscal year 1952, and the 
cost of bringing those people and their dependents home and putting 
in new people is the largest factor in that cost and which affected at 
that time the services having a 2-year rotation. 

There is another heavy load of that that comes up this year, and 
that will occur during the summer months of this year, and the prin 
cipal part chargeable to 1954. 


TRANSPORTATION OF THINGS 


Mr. Taper. You had an increase of $700,000 last year for ‘“Trans- 
portation of things,” and you have an increase of $640,000 for next 
year. 

Mr. O'Hara. That again is largely the Department of Defense. 

Mr. Taser. Would not that bear a little attention? 

Mr. O'Hara. That is largely in the Department of Defense for 
shipment of household goods of persounel and dependents of over- 
seas military personnel particularly, but also some civilians who are 
in this program. The actual increase in the Department of Defense 
in 1954 is $800,000, with the other agencies having a net decrease in 
this item. 

HOUSING AND QUARTERS 


Mr. Gary. Do you provide housing and quarters for any of the 
employees at all under this program? 

Mr. Murpny. Yes, sir; housing is furnished to some of the em- 
ployees. The military personnel, of course, are paid a quarters allow- 
ance, and for the most part they are expected to go out—and the same 
thing applies generally to civilians—and acquire their own housing. 
There are some instances where that simply cannot be done; the 
housing is difficult to find, and the Government in some cases rents 
housing for the people, in which case they do not get the allowance. 

Mr. Gary. That is my next question. Do they get the allowance 
and pay back the Government, or do they just get the quarters in 
place of the allowance? 

Mr. Mureny. If they get quarters supplied by the Government, 
they get no quarters allowance. 

Mr. O’Hara. Furthermore, if they are military personnel, they do 
not get their regular quarters allowance. It is just as if they occupied 
quarters in the United States. 
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Mr. Passman. Under this program, when they are given an allow- 
ance for overseas, do they have to maintain themselves out of that 
allowance? If you assist them in getting housing, is that taken out 
of the allowance? 

Mr. Murruy. By “assistance,” do you mean actually acquiring 
the houses? 

Mr. Passman. For the civilian personnel. If a person in Paris gets 
a $3,000 allowance, is that the only consideration he gets in addition 
to his regular pay or are there others? 

Mr. Murpny. If he gets a rental allowance of $3,000, he gets that 
and usually has to find the house. If the Government supplies th: 
house, he does not cet the $3,000. 

Mr. Sueprarp. We should point out that $3,000 is the maximum 

Mr. Passman. They get the $3,000 and pay anything additional 
out of their salaries? 

Mr. Suepparp. Or refund what they do not spend. 

Mr. Gary. And it varies according to the areas? 

Mr. Murpuy. As Mr. Sheppard stated, if they have a stated allow- 
ance of $2,500 and are able to get a house for $2,000, that is all they 
get. They get what it costs. But ifit runs higher than the allowance, 
it-must come out of their own pockets. The Government does not 
pay the excess. 

Mr. AnpERSEN. What other allowances, if any, besides the rental 
allowance do they receive? 

Mr. Murpnuy. It varies from post to post, but the name of it is 
cost-of-living allowance. As Mr. Sheppard mentioned a minute ago, 
there are some posts where there is no cost-of-living allowance paid 
whatsoever, because the cost of living at that location is less than the 
cost of living in Washington, D. C., on which the allowance is predi- 
cated. So that you would have to pick a particular post because of 
the way it varies from post to post. 

Mr. Gary. Washington, D. C., is the norm? 

Mr. Murpny. That is the base; yes, sir. 

Mr. O’Hara. There is a slight difference in the military. The 
military get their allowance under another act, and there is a board 
composed of designees of the Secretaries—either Under Secretaries or 
Assistant Secretaries—of the Departments of the Army, Navy, Air 
Force, Commerce, Treasury—which have the Coast Guard, Coast 
and Geodetic Survey, and the Department of Health, Education, and 
Welfare—to set those allowances. 

Discussion off the record.) 


REPRESENTATION ALLOWANCE 


Mr. Taser. How much are the representation allowances in the 
budget? 

Mr. Murpny. The representation allowances for Defense are 
entirely for the MAAG and service chiefs and are set jointly by the 
Department of Defense with the State Department, and they vary. 

Mr. Taser. How much is in here for that? 

Mr. Lawson. We have it spread through here. We do not have 
any total figure. 
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Mr. Taper, Will you furnish the total figure and tell me where it 
appears? ; 

Mr. Lawson. Yes, sir. 

(The information follows: ) 


REPRESENTATION ALLOWANCES 


The total amount for the several agencies for ‘‘Representation allowances 
$396,600, is included under object class 07 on page 1 of the MSP estimates fiscal 
ear 1954, ‘‘Administrative expenses’. 

[he amount included in the combined MSA/TCA administrative estimates 
for “Representation allowances”’ in fiscal vear 1954 is $191,700 This amount 

included under object class 07 “other contractual services’? on page 19 of the 
MSP estimates fiscal vear 1954. 

In addition, $40,000 is included in the fiscal year 1954 estimate for USRO under 
object class 07 on page 43. On page 35, $40,300 is included for the Department 
of State; and, on page 9, $124,600 is included for the Department of Defense 


Mr. Passman. Do these nationals of ours working abroad pay the 
United States Federal income tax here? 

Mr. Lawson. Yes, sir. 

Mr. Passman. They pay only the United States tax 

Mr. SHEPPARD. Yes, sir. 

Discussion off the record.) 


AREAS OF INCREASES AND DECREASES 


Mr. Davis. I think some of these details of specific instances of 
increases might be worth inquiring into 

On page 5, for instance, there is a very substantial increase in 
“Rents and utility services” from $655,000 to $940.000 in round 


figures, and in “Supplies and materials” it shows a substantial increase 


[ will just pick out those two. There are some more, but those 
two will suffice for illustration. 

Mr. Mureny. You are talking from page 5, which is a consolidated 
page again and has to be explained by each of the agencies. 

MSA, you will notice on page 19, accounis for about 50 percent of 
that increase. The State Department holds firm at their figure 
USRO has no increase 

Mr. O’Hara. There is nothing in ours. 

Mr. Murpuy. It goes down in the Depariment of Defense 

Mr. Suepparp. If I may sav, from the MSA and TCA standpoint 
we have a net increase of approximately 50 percent, which is arrived 
at by a fairly large decrease in Europe, from $253,189 to $189,822, 
occasioned by reduced personnel; a reduction in the Far East from 
$326,100 to $215,862, and a decrease in TCA Near East and Africa 
from $321,100 to $257,863, an increase in the Asian TCA mission from 
$149,229 to $157,874; an increase in Latin America—very small 
from $41,210 to $43,647. 

Offsetting that is a departmental increase in the neighborhood of 
$275,000. 

[ am sure you genilemen are aware of the President’s Reorganiza- 
tion Plan No. 7 and Executive order 10458, which transferred the 
Technical Cooperation Administration to the jurisdiction of the 
Director for Mutual Security. The effect of this reorganization will 
be to put all TCA and MSA personnel in the proposed Foreign Opera- 
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tions Administration, which will come into existence, if the Congress 
does noi disapprove of the plan, in 6 buildings scattered from 333 
Third Street down to the Executive Office Building at 17th and Penn- 
sylvania Avenue. That increase, therefore, is inclusive of the cost of 
the moves in connection with the reorganization. We hope, although 
we are not at all sure we can do it, to get all of these people we can in 
1 building, which would save quite a few people by operating in 1 
building. 

Mr. Davis. Is it correct to say, then, that a substantial part of the 
increase is not a recurring item that will reoccur next year in the 
“Rents and utilities’ item? 

Mr. Suepparp. Yes, sir; it is a nonrecurring item. The recurring 
items all down, with the exception of TCA, which is up about $10,000. 

Mr. Davis. In order that we have it for purposes of comparison 
and not delay this too much, suppose you give us a brief statement 
setting forth that portion which is not a recurring item so that we have 
a comparable figure to last year on that. 

(The following was submitted later: ) 

The nonrecurring expense included in the combined MSA/TCA administrative 
estimates for fiscal year 1954 under “05 Rents and utilities’? is $275,000, the 
estimated cost for consolidating MSA, TCA, and DMS Washington personnel 
into asingle building. They are presently housed in six widely separated buildings. 
A saving in personnel and other costs should result by such a consolidation. 

Mr. Davis. I hope we are saving some money in the recurring items 
by consolidation. 

Mr. SHepparp. Yes, sir; you are indeed. The departmental rents 
and utilities costs this year are $654,920; they are estimated for fiscal 
1954 at $939,220. Of that increase, $275,000 is to cover the cost of 
moves in connection with this reorganization, which would be a non- 
recurring item. 

To get that figure, we have consulted the public buildings people, 
who run the Government buildings here, and they have given us an 
estimate of the factors that they use in this sort of thing. 

Mr. Davis. I think that comes pretty close to explaining that. 

Mr. Murpnuy. What was your other item? 

Mr. Davis. Supplies and materials jumped up $23,000, which is 
about 15 to 20 percent. 

Mr. Murpny. Are you looking at page 1? 

Mr. Davis. I am looking at page 5. 

Mr. Murpny. That goes from $151,000 to $174,000 in the overall 
for all agencies. That actually drops so that the increase in the 
United States field and departmental is offset by the decrease in the 
overseas. 

Mr. O’Hara. It is primarily in the Department of Defense. 

Mr. Murpny. Yes, sir. 

Mr. O’Hara. And principally has to do with the cost in connection 
with the issuance of some additional instructional material, primarily 
forms and other matter, being used in connection with the higher rate 
of delivery and the accelerating of the delivery program. 

Mr. D. avis. Over on page 6, also for illustration, there is an increase 
of about $700,000 for travel and an increase of $600,000 for transporta- 
tion of lite. That is overseas. That is bringing people home, I 
hope. 
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Mr. O’Hara. No; it is primarily rotational in connection with 
Department of Defense military personnel who have been assigned to 
these missions for 2- and 3-year terms and a great number of whom, 
their 3 years having expired—these missions having been built up in 
950—are due to return and be replaced during the fiscal year 1954 
luring this summer primarily. 


INCREASE IN PERSONNEL IN LATIN AMERICA 


Mr. Davis. On page 34, Latin America, I thought that was the only 
place in the world where we were pretty well established and did not 
need to look forward to increases in personal services and things of 
that kind. 

Mr. Murpny. Mr. Howell of TCA will speak to that. 

Mr. Howexiu. Which one is that? 

Mr. Murpny. 01. Personal services. 

Mr. Howe... That is a relatively small increase. 

Mr. Davis. It is about 25 percent or better. 

Mr. Howe tt. It is scattered among 19 country missions involving 
an increase of 9 positions. The country directors’ staffs in Latin 
America were only established beginning in 1952 

Mr. Davis. Nine positions are not going to cost you $260,000: 
are they? 

Mr. Howe vu. There is an increase of approximately 20 in man- 
vears, In 1953 those staffs were being established and therefore 
some of the people were not there except for part of a year. This 

projection primarily of the cost of those staffs for a full year 
rather than for part of a year. 

Mr. Davis. It is a very strange way to phase out a program. 

Mr. Howe.u. The program estimates in Latin America which have 
been submitted earlier to the committee also represent a considerable 
increase, The estimate of program personnel, for example, in 1954 
is 859 positions against 701 in 1953. There is an increase in both 
money and personnel for the program for Latin America, necessitat- 
ing some ine rease 1n administré ative costs. 

Mr. Suepparp. May I talk for just a moment to your first question. 
The $258,000 difference between $998,894 and $1,257,821 is not all in 
American positions. The United States employment represents 9 
positions, but there is an increase in the local staff of 51. So it is not 
9 positions for a quarter of a million dollars; it is actually 60.3 posi- 
tions, because this is on a gross basis and includes 9 Americans. 

Mr. Howe tt, The increase in local positions involves an increase in 
dollars of roughly $55,000. 

Mr. Taser. How many did you say you had in the technical co- 
operative business? 

Mr. Suepparp. Total? 

Mr. Taser. Yes. 

Mr. Howe tt. In the Latin American program for 1954 it calls for 
859 technical positions. 

Mr. Taper. How many do you have? 

Mr. Howe t. As of May 31, sir, we had in Latin America a total 
of 588. 

Mr, Suepparp, What does that include? 
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Mr. Howe vt. That is 588 in program positions—technical positions 

Mr. Sueprarp. That is not charged against these administrative 
funds. 

Mr. Howe... That is not charged against these funds; no, sir. 

Mr. Murruy. Does that include contract employees? 

Mr. Howey. That includes contract employees. It includes 42 
contract employees and 546 United States Government employees 


PERSONNEL IN NEAR EAST AND AFRICA 


Mr. Taser. How many in the Near East and Africa? 

Mr. Howe... In the Near East and Africa, as of May 31, there was 
a total of 680. No. I beg pardon. It is 487 on the United States 
Government payroll and 104 contract technicians, which makes 591. 


PERSONNEL IN ASIA AND THE PACIFIC 


Mr. Taner. And in Asia and the Pacific, how many do you have? 

Mr. Howetu. Two hundred and twenty-two on the United States 
Government rolls and 99 contract, making a total of 321, 

Mr. SHepparp. As of what date? 

Mr. Howe tu. This is as of May 31 

Mr. Taner. That is Asia and the Pacific? 

Mr. Howe.u. That is right. 

Mr. Taser. So you have an overall total of about 

Mr. Hower. One thousand two hundred and twenty-five on the 
United States Government rolls and 245 contract, making a total of 
1,500 even 

Mr. SHeprparp. This does not include other agency employees? 

Mr. Howett. This includes other agency employees, yes; but 
does not include people who next year will be charged against adminis 


tration but this year are charged against the program. 


DISTINCTION BETWEEN CONTROL OFFICER, COMPTROLLER, AND BUDGE’ 


OFFICERS 


Mr. Davis. Now, will you give me the distinction between a control 
officer, a comptroller, and a budget officer? 

Mr. Murpuy. I will begin to answer that, and Mr. Sheppard can 
pick it up where I leave off. There is an explanation for it, strange as 
it May seem. 

Mr. Forp. Could you designate the people here? 

Mr. Murpny. I think I am the only Comptroller here. 

We have in the organization that has been running this program for 
a couple of years now, the mutual security program—TCA was a dis- 
tinet organization; MSA was another distinct organization; and the 
Director for Mutual Security, Governor Stassen’s present office, was 
also a third distinct organization. In addition, we had the Depart- 
ment of Defense which, incidentally, has a Comptroller. When the 
reorganization plan was presented by the President, it envisaged ¢ 
consolidation of MSA, TCA, and DMS, the Director for the Mutua 


\ 
| 
Security Office. We faced a problem in preparing this budget, in that 
the reorganization plan was submitted to the Congress on June 1, that 
it had not been approved by Congress, of course, and may not be until 





the end of this month. In the meantime, we had those going organi- 
ations, and we wanted to put a budget together which reflected some 
saving. So what we did was to take the detailed personal service 
creen sheets for each of the three agencies and put them together, with 
the result that vou have a strange collection of titles in here 

We have controllers (comptrollers), some spelled ¢-o-m-p-t-r-o-]-l-e-r ; 
you have others spelled c-o-n-t-r-o-l-l-e-r; you have control officers 
and budget officers. It merely is an indication of the different Litles 
ised in the three different outfits for more or less the same kind of 
activity. We have squashed them together in the green sheets for 
the purpose of pulling all of the different jobs together. That explains 
why you have different titles for the jobs, 

I think if you get right down to brass tacks, all three of the titles 
represent more or less the same function but use the titles as they were 
called in the different agencies. 

Mr. Suepparp. Although I would like to point out that in civil- 
service terminology by and large many times there is a difference 
among those three, the comptroller being in many cases a person who 
deals in part with accounts, fiscal matters, and that sort of thing 
auditing—whereas a budget officer pretty clearly is defined as a person 
who formulates and executes the budget, has to do with the develop- 
ment, buildup, and execution of the budget. The other has the whole 
business of auditing and controlling the funds, fiscal accounts, and 
so on. 

So that the distinctions are beginning to fuzz a little in the Govern- 
ment, but there is basically something of a distinction there. I do 
not know which green sheet you are looking at. 

Mr. Davis. It is the ereen sheets from page M-—1 to M-16. 

The basis for my question was that as I thumbed through this 
rapidly there appeared to be 23 officers under one of those titles or 
another, ranging in pay from about $8,500 up to $15,000, and all of 
them in the departmental office right here in Washington. 

Mr. Suepparp. I would like to point out, if I may, the basis on 
which this budget is built we were clearly faced with the effort to 
find savings as a result of the reorganization. The actual fact of 
leorganization, that is the TCA Director coming under the jurisdic- 
tion of the Director for Mutual Security was effective only on June 1. 
The Director adopted it as a matter of conscious policy to move 
deliberately and slow ly, before he put this total structure together, 

be sure it was put together right. Nonetheless, he did instruct 
us to budget for the common services in the ddbalideinabivs budget 
op a consolidated basis, that is, the fiscal work, legal work, reports 
work were budgeted as if they were consolidated. For example, if 

TCA and MSA there were say a total of 80 legal personnel, the 
budget officer got all of the chief counsels together and said “On a 
consolidated basis as a result of reorganization, how many will it 
take to run this?’”’ The budget people may have suggested 20, and 
the lawyers 90. By studying the workload and the effect of reor- 
ganization we might have arrived at a figure of 45. 

So throughout this there are savings reflected in excess of $465,000 
as a result of the reorganization of common services. 

In addition to that, after that process was gone through and you 
had in effect, from a budget standpoint only, “consolidated common 
services in separate MSA and TCA organizations, and after we had 
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cut all of the other objects as far as we could, another $1,310,000 was 
taken out in anticipation of further savings coming from reorganiza- 
tion. 

Mr. Davis. You do not think there will be that many by the end 
of the fiscal year, though? 

Mr. Suepparp. That many control people? 

Mr. Davis. Yes. 

Mr. SuHepparp. No, sir. 


ANTHROPOLOGISTS UNDER LATIN AMERICA 


Mr. Davis. I noticed a good many other strange things, and one of 
them I remember was anthropologists in here under Latin America, 
I believe I saw it. What would people like that do here in Washington 
in a program like this? It appears, I think, on T-26. There are 
three of them. They appear to be listed in the Institute of Inter- 
American Affairs. 

Mr. Howe ut. Those are program people in the program budget in 
Latin America. They are not in Washington. 

Mr. Davis. What technical assistance would they be able to render 
that would justify the payment of hard dollars of the American people? 

Mr. ANDERSEN. | would like that answer, too. 

Mr. Suepparp. I would just volunteer an answer, if I may. | 
certainly do not feel I am any kind of an expert on it. I think actually 
you will find the purpose of using anthropologists is an effort, in fact, 
to get more out of foreign-aid dollars than otherwise. 

Mr. Forp. For whom? 

Mr. Suepparp. For the United States Government. In other 
words, in Latin America, in the Far East, and southeast Asia coun- 
tries we are dealing by and large with alien cultures—alien to us 
religions that are alien to us, people whose entire mode of thinking 
and entire reactions are contrary to anything we have experienced 
in the Western World. 

I would like to cite an example. Maybe this is not a good example 
of why you have to hire anthropologists, but, for example, as I under- 
stand it, some films were made for a particular country on the hoof- 
and-mouth disease in Mexico. This was to show how to control the 
hoof-and-mouth disease to these people in the Middle East. In the 
film they showed where they were shooting cattie, killing them to 
stop the spread of the disease. It turned out that the people to whom 
they were going to show the film held a cow as a sacred object, and 
for the United States Government to go in and say ‘‘Now, we are 
here to help you learn modern agricultural techniques” and then to 
start off with killing sacred cattle was a situation in which something 
which had seemed to fit the western mind, was not suitable to show 
to people who held the cow as a sacred object. 

That is a very general statement. 

Mr. ANDERSEN. I agree with you. That certainly is very general. 

I want to repeat Mr. Davis’ question. Do you think that is worth 
spending good American dollars for? Do you think we receive any- 
thing out of that—out of these so-called anthropologists, whom I 
respect in their field, but do we receive anything worth while? 

(Discussion off the record.) 
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Mr. ANDERSEN. I think you are going very far afield if you have 
any funds in this bill whatsoever for scientific luxuries such as anthro- 
pologists. That is just my personal opinion. 

Mr. Ouvy. The answer to that, Mr. mentee is that I believe the 
technical people in MSA—and I believe in TCA—think this is not 

luxury but is something which wereidie our aid dollars to be used 
more effectively, because it makes no sense to provide technical 
assistance in agriculture, education, health, or any of the other fields 
if it is done in a way in which, because of the local customs, cultural 
backgrounds, or religious factors, the technical assistance does not 
reach the people. It is the belief of these technicians that people 
who understand some of those more primitive cultures, who know 
something about the religions and customs of the area, can teach 
people who can render technical assistance in education, agriculture, 
ind health the best techniques to get their story across to the people, 

(Discussion off the record.) 

Mr. Outy. Sending anthropologists in there to do research would be 
one thing; but when you send them in there for the purpose of helping 
the technicians to do the job properly, because the job properly 
requires an understanding and familiarity with all of the factors that 

come to bear in that underdeveloped or primitive culture, there is a 
very good reason for having them in there. They can help you to do 
the job properly; otherwise your aid may not reach those countries 
effectively. 

Mr. Davis. Switching from anthropologists to archeologists—I do 
not happen to find that particular item in here—what would be the 
justification for spending some of this money, if you are planning to 
spend some, for helping to develop the ruins and dig up some more of 
Pompeii? 

Mr. Lawson. I know of no such plan in MSA, either in dollars or 
in local currency. 

Mr. Davis. Then the guides there are badly misinformed, for they 
repeated it frequently with great pride. Who would be somebody 
who could give us an authoritative answer? 

Mr. Sueprarp. We will run that down and give it to you both in 
the record and in a formal statement. 

Mr. Davis. Thank you. 

(The information requested is as follows:) 

A thorough check in MSA Washington indicates that there are no current plans 
to finance a restoration of Pompeii, either with United States aid dollars or local 
currency counterpart of United States aid. In the past a small amount of 
United States aid was devoted to the restoration of hotels in order to increase 
Italian dollar earnings from tourism, but no United States funds or local currency 


counterpart from United States aid has been used for the restoration of the ruins 
Pompeii. 


SPECIALISTS 


Mr. Forp. This morning Mr. Cannon quoted from a speech by 

. ry ° 5 * 
Miss Dorothy Thompson, and I think she must have been looking 
through some of these itemized justifications with the titles now 
before us. She says: 

The new administration should look into some of the newer agencies, for 
instance, point 4. Those workers move into a project like an Abercrombie 


& Fitch safari with enough experts to staff a government. They make out 
projects that couldn’t be carried out for 50 years, and they make them out for 
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governments that don’t have statistical departments. They simply appall thes 
people instead of taking a few simple things that every man on the street can se¢ 
to carry out. And they are all getting higher salaries than our normal diplomatic 
agent 

If vou look at pages M-142 and M~-143, on the surface, it would 
scem to fastify her oe 

Mr. SHepparp. M-—142? 

Mr. Forp. Yes. I do not suppose there is any categorical answe1 
that can be given at this point. Still, the title would seem to justify 
her comment. 

Mr. Suepparp. Could we talk about the page as a whole? 

Mr. Forp. Yes 

Mr. Lawson. Those are special jobs there, Mr. Ford. 

Mr. SHepparp. If you will look at the top of page 142, agricultural 
adviser 

Mr. Forp. You have also a Lanking specialist; a basic education 
specialist; a chief tax and finance adviser. 

Mir. Taper. And a communications media officer, and you hav: 
ot a lot of highfaluting names in the schedules that we have not 
been up against before. 

Mr. Suepparp. The first word generally is descriptive of the in- 
dividual function. Of course, with respect to one of these countries, 
the people in these countries, in the MSA operation in the Pacific 
program, agricultural production adviser, for instance, I am sure the 
previous witnesses have testified that this is a part of the program 
whic h is designed to increase agricultural production of basic food- 

tuffs for these countries 

Mr. Taner. You have a labor officer set out on page M—143 

Mr. Snepparp. If you go on down: Assistant Director, civil engi- 
neer—lI do not know exactly what that individual does, but 1 know 
that there are a number of engineering problems in these countries 
For example, in Indochina, it has been necessary to go there and give 
technical assistance in building roads. 

Mr. Forp. Of course, that is the only one that is excluded in 1954 

Mr. SHepparp. | am sorry 

Mr. Murpuy. There is a civil engineer right below. 

Mr. Suepparp. And a highway-construction engineer down _ be- 
low, and you will note, Mr. Ford, an import-control adviser, which 
very likely is for some government, newly established and independent, 
and which does not have civil-service people trained in the problems 
of import control; it might be a matter of east-west trade, or it might 
be a matter of some materials crossing the border to evade customs, 
which would directly affect the revenues and thus, the general financial 
stability of the government. 

The foreign-trade adviser might be the same thing; it might be the 
case of a newly established government, in which they have an export- 
able surplus, or are developing exportable surpluses, and the more they 
export the more revenue they will have in the way of self-earned 
United States dollars. 

Mr. ANDERSEN. Do not the embassies of the particular countries 
have such advisers in connection with their activities? 

Mr. Suepuerp. It is possible that they might have, Mr. Andersen 
We do, as you know, work with the embassies, and there is no dupli- 
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ation. But there might be requirement for a particular project; and, 
as indicated, the green sheets do not show the function. 

Mr. Forp. I notice a little later on over here on M-—148 you have 
what is called a cadastral engineer. That job has been deleted from 
the fiscal year 1954. 

Mr. Taser. And an audiovisual specialist, and also a fertilizer- 
distribution specialist. 

Mr. Forp. According to the justifications the ‘‘Mutual-security 
information program,’ beginning on page 173 and running through 
page 184, totals $2,126,430. How does that compare with the last 

wr? 

Mr. Lawson. It compares with $2,553,000. 

Mr. Forp. With the reduction of how much? 

Mr. Murpuy. $427,000. 

Mr. Suepparp. You will note we are still under program expenses, 
which is not in the administrative money. 

Mr. Taser. If you will turn to M—73, vou might find one that is 
of interest, about the fourth line, a repreduction officer. 

Mr. Saepparp. That job is to supervise a group of people who are 
engaged in duplicating documents, to run documents off, reproduction 
of material. 

I believe all of these titles are United States Civil Service Commis- 
sion titles, which have been used in the job titles for job descriptions. 

Mr. ANpERSEN. I do not understand why MSA, in our present 
financial condition, should be going so far away from the basic things 
so much. It certainly appears to me that you are extravagant in 
this setup, in that there are certain fields that we are entering that 
are not justified. I can see where you can do a lot of good down in 
some of these South American countries, where you are helping people 
with educational programs, health programs, and with sanitation. 

Mr. Taser. But they have been going for 15 years, and not getting 
anywhere. 

Mr. ANpDERSEN. You had a good point there the other day, Mr 
Chairman, in the places where they have been operating for 15 vears, 
and I think the new Director of MSA, who is a good friend of mine, 
Mr. Stassen, ought to reevaluate the work in that particular country 
and see if we are justified in keeping up the program and see whether 
there is need for this local approach. 

Mr. Taner. We were speaking awhile ago about the reproduction 
officer. Here is a fellow who runs a mimeograph machine, who only 
gets $7,900. Mavbe that checks out, but it does not with me. 

Mr. Sueprarp. Could I point out, Mr. Chairman, that that is 
under the heading of the United States represnetative, North At- 
lantic Treaty Organization, in the city of Paris. They do have there 
a reproduction center, if | may use the term, where a number of 
documents are handled, in connection with* NATO and OEEC 
I believe they now have there one American employee. Much of 
this material concerns military data for European countries, and 
that sort of thing. I do not know offhand how many he supervises 
but I think it would perhaps be as many as 25 non-American employ- 
ees who do the unclassified work. 
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NIGHTWORK DIFFERENTIAL 


Mr. Forp. Will you turn to page 1, a very small item, namely) 
the night-work differential. It shows a percentage increase of 
substantial amount. What is the explanation for that? 

Mr. Murpuy. Again, Mr. Chairman, that is a recapitulation figu 
which you have got to get for the individual adjusted budget. Yo 
will note that the Department of Defense actually drops down from 
that figure of $617 to $530. 

MSA drops from $500 to $200. 

Mr. Forp. Some of them must go up. 

Mr. Murpuy. The USRO in Paris goes from $4,700 to $8,000 i: 
1954. 

Mr. O’Hara. The Department of Defense is represented in the esti- 
mate on salaries. 

Here you have a clerk who is on night shift, required under securit) 
classification, to get out many messages for the United States o! 
America, where they must use a United States citizen to work on that 

Mr. Passman. Will you refer to the statement on page M-60 
Mr. Sheppard. 

Mr. Suepparp. These would be State Department employees 
in the office of the United States representative in the North Atlanti 
Treaty Organization, that would have a whole range of functions 
among other things, a staff to analyze the political situation with 
respect to the various matters before the North Atlantic Treaty 
Orzaniz ition. 

These would compare with the political officers in embassies, in 
the individual countries. There they are working on United States 
business from a bilateral standpoint. In USRO it would be on busi 
ness connected with the regional or multilateral organizations. 

Mr. Gary. They also follow the political trends in the various 
countries, which are reported to Washington, so that Washington 
will be advised on developments. 

Mr. Sueprparp. That is not done by the people in these positions: 
those reports are made directly by the embassies. These people do 
have, of course, a lot of contacts, and they see a lot of the repre- 
sentatives of these countries to the multilateral organizations, and 
report to Washington where the country is taking a political position 
or where that position is affected by the country’s political policy. 

But, by and large, they do need, of course, to keep abreast of the 
political situation in the particular countries, but I do not think that 
they would report back to Washington on political trends in one 
particular country. 

Mr. Cary. The embassy reports to Washington. 

Mr. SuHepparp. Yes. 

Mr. Gary. And Washington has to keep advised on the political 
situation in the world. 

Mr. Suepparp. Yes. 

Mr. Gary. They report these trends in the foreign country to the 
embassy which reports to Washington. 

Mr. Suepparp. Yes, 

Mr. Taser. I guess that is all for tonight. 


L 
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TRATION 


Mr. ‘Taner. The committee will come to order. 

We are glad to have with us this moring General Gruenther, and 
we would be glad to hear from you at this time. 

Anything which the reporter gets into the record that we should not 
print, we will be very glad to have you review it and cut it out of the 
hearings. 

You may feel free to tell us anything that you care to, and this com 
mittee will not feel free to print anything or to tell anything except 
what is in the record after it has been reviewed by you. 

General Gruentuer. Thank you, sir. 

Mr. ‘Tarrer. General, 1 would think you might start by telling us 
as far as you feel free to do so, what the actual situation is in Western 
Europe, and what your military setup is and what it is that you need. 

I believe the committee would like to have a picture as to the politi 
ca] situation in Europe insofar as you can supply that for us. 

General GruentueErR. Thank you, sir. 

ir. Taner. You may proceed, General. 

General Gruentuer. | am first going over our setup in SHAPE, 
what we are trying to do, what our problems are and our relation- 
ship to those problems, and finally what our part is in relation to 
the program you gentlemen are considering this morning. 

A good deal of this will be in the secret category, but I will try 
to revise that in the notes later on. 


NORTH ATLANTIC TREATY ORGANIZATION 


I would like to start off first of all by showing you the overall pic- 
ture of the North Atlantic Treaty Organization. At the top there is 
the NATO Council, a civilian group, with the 14 sovereign nations 
each having a representative. The United States representative is 
Ambassador Hughes who just recently took the place of Ambassador 
Draper. These gentlemen meet continuously in Paris and are repre- 
sentatives of their government, handling the overall problems in con 
nection with the North Atlantic Treaty Organization. 

Then there are the three major commands. One is the Channel 
Command; second, the Allied Command, Atlantic, which is com 
manded by Admiral McCormack; and then our command, Allied 
Command, Europe, with its headquarters in Paris, and of which I am 
the commander since Saturday. 

Our job in Allied Command, Europe, is to defend Europe, from 
the northern tip of Norway clear around to the Caucasus, a distance 
of 4,000 miles. We have that job to defend it now—not in 1955 nor 
1956—but to defend it now against any invasion from the East. 
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To do that we have organized Allied Command Europe into major 
commands; we have a northern command with headquarters at Oslo: 
a central command with headquarters at Fontainebleau, near Paris; 
a southern command with headquarters in Naples, and a Mediter 
ranean command with headquarters at Malta. 

In each of those commands there are subordinate commanding 
officers. In other words, the man who is in charge of the norther: 
area has land, air, and naval commanders under him: there are sim 
ilar arrangements in the central and southern areas. We have 
subecommand in Turkey at Izmir. Our southern command will 
operating under Admiral Fechteler, who is to be the new commander 
charged with this particular area. 

What I wanted to do now is to go into a description of how we work 
out a plan for what should be done in the event of war because that 
is what raises the problems that you gentlemen are grappling with. 

We have worked out such a plan and you are now debating the 
question as to how much money should be put out to implement it 
That is the same question which is bothering all the Atlantic Treaty 
nations, 

The trouble starts right in our building in Paris. We are respon 
sible for many of your worries. I think you are entitled to know 
whether what we are doing is reasonable and whether it could be 
improved upon. That is going to be my purpose now. 


CAPABILITY OF SOVIET FORCES 


We start with the enemy situation and we take the question of what 


the Soviet Union has in the way of forces and then our job is to decide 
what those forces can do if the men in the Kremlin give the command 
to do it. Then, we work out what forces are necessary to meet that. 
That brings up the next question as to what is the capability and what 
is the situation of the Soviet forces at this time. 

The Soviets have in being now 175 divisions, some 20,000 aircraft, 
and some 300 submarines, just to mention the highlights in the armed 
forces. Those forces are substantially the same as the ones that they 
have had in being for the last 4 years and there has been no substantial 
increase in those forces. 

Mr. Forp. Does that include the satellites as well ? 

General GruentierR. No, sir; it does not include the satellites; it 
includes all of the Soviets themselves. 

(Discussion off the record.) 

To sum up, we say that the land army of 175 divisions is a very 
effective force. 

(Discussion off the record.) 

The MIG-—15 is one of the a planes in the world today. You will 
recall that we have had a very big kill ratio against that type of 
plane in Korea, and that raises this point, that our pilots are prob- 
ably better trained than the Soviet pilots. We have been getting 
for every one of ours that has been shot down in Korea—we have 
been shooting down from 5 to 7 to 10 of theirs. 

(Discussion off the record.) 

Mr. ANDERSEN. Just one question at that point, General; how do 
you know for sure that they have the number of divisions or this 
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umber of aircraft which vou have presented? Are you positive of 
that ¢ 

(Discussion off the record.) 

‘| — or four years ago the \ still had 20,000 operational airer: aft in 
their air force; they still had 175 divisions, and the natur: al question 
follows as to what they have been doing since. They have modernized 
their equipment and tanks in their divisions. They have _— running 
in aid program of their own and the aid program has been to build 
up the satellites. What they have done, starting in 1950, they had 
about 45 satellite divisions and they have now some 70 satellite 
divisions. Those divisions are in the 6 countries of Czechoslovakia, 
Poland, Hungary, Rumania, Bulgaria, and Albania. They have been 
putting a great deal of effort into building up that force. The satel 
lites are still a pun for the Soviet because they have got the prob lem 
of how loy: | they are, and they must be going through some great 
discussions in the Kremlin now wondering about the effectiveness of 
this army in view of the riots of a month ago. But, that is a problem 
that they know about and they will probably solve it in their own 
Way. 

In regard to the satellite air forces, it takes a long time to build an 
ir force. 

When they are trying to build an air force in Rumania, in Czecho- 
slovakia and in Poland, they are finding they are having plenty of 
headaches. That is where a large part of their effort is going now, 
in what might be called the Soviet aid program. 

In these countries, they bring in Soviet officers. In Poland, for ex- 
ample, they have Marshal Rokossovsky who is the head of the Polish 
armed forces as the Defense Minister. 

Now, we take this series of information of what the enemy has 
the tools, and so forth—and then we work out the question of what 
he could do with them if he gave the signal to move, and that is what 
we have shown here. 

(Discussion off the record. ) 

There has been an intensive airfield program. We call it on our side 
“infrastructure,” as you know. He simply calls it an airfield program, 
and they are going ahead working on this series of airfields in the 
Soviet Zone and in the satellite countries. 

(Discussion off the record. ) 

Our planners then say, “Well, with these Soviet forces and with the 
satellite forces, what might they dof And what might our plan be; 
what could they do toward moving their supplies up and getting ready 
foran attack?” We try to picture a solution to that. We do not claim 
that we have any access to Soviet plans, but we try to analyze this, as 
if we were the Soviet, based on intensive studies, the terrain and on 
what kind of opposition could be given toward bringing supplies up. 
We refer to that as the enemy capability. We do not say he is 
voing to do this; we simply say that he could do it; we make a distine- 
tion between capability and intention. 

( Diseussion off the record. ) 

I want to make it unmistakably clear that I am not even intimating 
that this is going to take place; I am trying to show you how a plan 
is prepared. The planner simply has to get down and analyze this, 
and then having a threat such as this, he works out what forces are 
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going to be needed in order to meet this attack. Then, in the case of 
SHAPE, we present it to the North Atlantic Council and we say, 
“Gentlemen, this is the bill. What do you think should be done about 
it?” That brings up the question of what is the bill. 

( Discussion off the record. ) 

W e presented this bill tothe North Atlantic Council. 

( Diseussion off the record. ) 

The North Atlantic Council had this job: “What are we going to 
do about it? Here we have had this bill presented, which converted 
into taxes is quite enormous.” 

i aorta off the record. ) 

, the North Atlantic Treaty Organization said, “We had better 
get some people working on this and analyze what the capabilities of 
the countries are and work out a series of goals.” They had three 

people known as the “Three Wise Men” make that study. The United 

States representative among the three was Mr. Harriman; the British 
had a representative, as did the French. They worked for several] 
months and they came up with what they felt was the solution and 
suggested that we this job in installments; an installment for 1952, 
one for 1953, and a 1954 installment. They agreed on the 1952 in 
stallment and set a cami 1953 installment which is in the process 
of being implemented now. A similar effort will take place this fall 
to agree on the 1954 installment, and provisional installments, for 
1955 and 1956. Those goals of course have major influence on the 
program which is being considered here. 

(Discussion off the record. ) 


GOALS 


Now, just a moment about how do we stand and what are these 
goals; when General Eisenhower came over to Europe in January 
1951, this is what he found. 

(Discussion off the record.) 

The North Atlantie Council now is working on what should be the 
1954 goals and the question is, “Shall it be this number and this 
number for the total and here and here or shall it be some less num- 
ber?” Also, they are doing it for 1955 and 1956, which is not shown 
here, and those decisions will be made this fall. 

Mr. Passman. What is the strength of the NATO divisions? How 
many men are ina NATO division ? 

General GrventHer. They run in various strengths. The Turkish 
division has a strength of about 10,000 to 12,000 men; a French divi- 
sion will have a strength of about 17,000 men and a United States 
division has a strength of about 18,000 men: a British division has a 
strength of about 18,000 men. 

Mr. Passman. Is the average greater than the strength of a Soviet 
division ? 

General Gruentuer. Yes, the average is greater than Soviet Rus- 
sia’s divisions. The Soviet divisions run about 10,000 to 12,000 men. 
Our divisions are generally larger, but before you draw any conclusion 
from that, let me just sav this: Let us take a United States division, a 
British division, and a French division; they are all three quite simi- 
lar, and are what we call self-contained divisions: they have the ability 
to fight and to continue fighting; they have got sup porting units that 
go with them. The Soviet division, of course, is a much more austere 
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pe of division and with more civilian support. They do not bother 
out having, for example, an engineering unit to the same extent that 
a they just go out into a place and bring In say 5,000 people and 
“You are going to be engineers and build roads, and so forth.” 
(hey are very good at impressing civilians into service. So it is nota 
viens comparison to say because we have 18,000 men in a division 
d they have 12,000 men in a division that, therefore, we are that 
uch better than they are. The Soviet division is a hard-core 
vision and from the standpoint. of firepower they are approximate- 
—not quite, but approximately—equal to the firepower of ours. 
(hey do not bother about many of the support and administrative 
inctions that go with a division. They do not bother about such 
ings as grave registration units. Their attitude is, “The mother 
\ “ill know whether the boy is dead or not if he doesn’t come home in 
or 4 vears. She can draw her conclusion in the matter.” 
From their point of view it works all right in saving manpower. 


PRESENT STRENGTH 


Now let us come to this question about where we stand now. The 
North Atlantic Council is getting ready for this annua! review which 
vill culminate this fall. They are looking ver y much to their budgets 
ind they will have many pais in connection with that. 

( Discussion off the record. ) 

Our modest strength—and it is modest at this time—I think is be- 
vinning to pay dividends. I think the biggest bone in the Soviet 

iroat now is the success of this NATO organization. 

( Discussion off the record. ) 

The fact that we have an organization and the fact that we are 
reating a unity, has developed a self-confidence in Europe which, if 
nything, is a little bit too successful, because some people instead of 
being afraid of the Soviet threat, are beginning to say we can dis- 
regard it. But, it has had its effect on the Soviet. I would say this 
Kast German series of riots developed to a great extent from the 
position of strength which the West is assuming. 

My feeling from having been in contact with this situation very 
losely for over 214 years and having been connected with it back 
here in W ashington | even before that is that this is a very wrong time, 
it the very moment when we are beginning to get some dividends from 
our policy, to begin showing we: ikness. If weakness and pulling back 
are to be considered, this is the wrong time to be doing it, because 
that is the aim of the Soviets now—to lull us into some sense of secu- 
rity, I just think it would be a major error to fall for that. 

With respect to the specific program you gentlemen are dealing 
with, from where we sit, we do not have the figures of how to arrive 
it any particular amount. Our process is this: We send in to the 
United States and say that as we see it, there are going to be so many 
units. We need ammunition; we need logistic and combat support 
for them. Costs are figured out then by the United States agencies 
here. 1, as director of the joint staff, know how, when the first. pro- 
crams came in, because of budgetary limitations, they were cut and 
cut vigorously. We, sitting on our side, still had fellows on the other 
side cutting us vigorously. We are not in a position to evaluate the 
money side. Weare, however, in a position to evaluate, if these forces 
are going to be effective, that we are going to have to have the equip- 
ment which is programed for them. 
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Now, as a United States citizen, I view this purely as a defensiv: 
program—a program for United States security. I know the term 
is being used that it is ¥ “giveaway” program. And, if it is a give 
away program, I say it should be stopped. I think very firmly, if it 
does not have a security value for the United States and the free 
world then, if it is to be a phil: anthropic bill, we should do somethine 
about it. That is my own pe rsonal view. 

I have a further view. That is, I feel from the standpoint. of the 
money value involved that we get a tremendous return. 

(Discussion off the record. ) 


EUROPEAN DEFENSE COMMUNITi) 


Now, to mention briefly the European Defense Community—it is 
simply an administrative organization, and they turn over their troops 
to us in the same way that the United States turns over its troops to us. 
The United States turns over its troops to us and si ays “You will have 
operational contro! of these troops. We will pay them; we will clothe 
them; we will handle their discipline. All you do is handle the fight 
ing and operational control of them.” That is what would happe1 
with respect to the Germans if EDC is ratified. 

(Discussion off the record. ) 

Now. all in ~ those t: tie part in our effort have been doing very 
well. By that I do not mean to say you cannot find innumerable 
things that are wrong. In fact, my whole job is dealing with frus 
trations. I get problems and put them on the left. side of my desk; 
then I put them on the right side of my desk; and then I take them 
home. Some of them are desperate, but mostly they are frustrations. 
Today there is no solution. So I think I am a master at having dealt 
are frustrations. I should be the most pessimistic man in the ‘world, 
but I indulge in the luxury of looking back at the progress we have 
made in 214 years. We have made “much greater progress than I 
thought we could possibly make at that time or greater than General 
Eisenhower thought in February of 1951. I do not want to say I think 
we have the Soviets on the run, but we are pressing them and we are 
pressing the devil out of them right now, and I think we are going to 
make this thing work. But we are at the crossroads where, if we 
show any signs of weariness now, it is going to do the very thing that 
those people who are quite weary for a variety of reasons will misin 
terpret and think that the United States is going to pull out. 

Now, you might be interested to know what the average E puropean 
thinks of the United States. He thinks it is the finest country in the 
world, has the greatest steel, the finest bathtubs, the finest television 
sets, but one thing he is not absolutely certain about is whether we are 
the smartest people in the world for this kind of struggle—a struggle 
which requires a great deal of patience. The Soviets look at things 
in terms of 50 years; we sometimes appear to look at things in terms of 
5 months. And that is the problem which bothers the European, and 
he is alway afraid in his soul—is the United States really interested in 
this, or aren’t they getting pretty tired of it, and aren’t they probably 
getting ready to pull out? They do not say that. But they have 
doubts indeed. My feeling is that we do have the capacity for 
handling this problem, and we simply cannot let this opportunity pass 
now. 
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Now I will open myself to questions, because I realize I have failed 
to cover a good many things that you, Mr. Chairman, and the members 
ire interested in. 

Mr. Taper. | am satisfied we need to provide the things you require. 
Che things about which I am not satisfied as to this program are: 
(1) What is already provided for in the previous program, (2) wh: at 
the inventory is as to spare parts and equipment. And as to that I 
lo not believe anyone knows today. I am in hopes that by the Ist 
of January Mr. Wilson and Mr. Kyes and the rest of their crews will 
M hip the situs ition far enough so that they can tell. I am anxious, just 
is far as I can, to come as near to finding out what the picture actually 
sas possib le. We have asked Mr. Stassen to produc e for us what he 
could of information that would give us a real picture of what we need 
tosupply. Ido not believe I need say any more on that. 

I do know that a tremendous lot ot this stuff in between is marginal. 
| mean a lot of these other programs from the military end. And 
vhere we find the holes in that, we have to take the holes out. That is 
ny position on the picture, and I do not see how I can take any other. 

General GruentHER. I would just like to say one thing in return, 
Mr. Taber. I cert: ainly think you ought to find the holes in it, and 
I would subscribe to the proposition that, if there are holes in it, 
they should be eliminated. 

I should say this, also, that we who are working on this problem as 
of today consider our assets. We consider that the economic viability 
of the United States is the No. 1 asset we have in this whole problem 
that we are building. 

Now, I should say this, that if this program were going to ae ) 

hat economic viability, it should not be passed—any part of it. That 
is a matter for you and other appropriate authorities to de st 

Now. you addressed yourself to the spare-parts problem. We are 
not in a position—at least, I am not in a position—even to talk to that. 
| would hope Mr. Wilson’s people, if they have not already covered it, 
would. 

Also, your remarks about inventory—— 

Mr. Taner. I think they feel about that inventory picture a good 
deal as I do, because they expressed themselves that way in the very 

short period before the Defense De ‘partment subcommittee. And of 
that Iam pretty sure. 

Now, just what is the picture as to equipment of the divisions in 
being at the present time, and what type of thing is it that they are 
short on? 

(Discussion off the record.) 

Mr. Taser. Now, this appropriation has nothing to do with the sup 
plies of American divisions : as such ; does it / 

General Gruentuer. That is my understanding; it does not. 

Mr. Taper. That is what I understood. It entirely relates to the 
supply of the allied divisions ? 

General GruentrHer. Yes. As a matter of fact—and if General 
Stewart is out there, you might have him come in to check me on 
this—it is my understanding that the appropriation that is before 
you does not include any money for that and does not include money 
for United States units. 

General Stewart, the chairman asked me a question on which T am 
not absolutely positive. He asked whether there was any money for 
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ammunition for American units in this appropriation, and T said ] 
did not think so. 

General Srewarr. No, sir; there is no money for American unit 
in this appropriation. 

Mr. Gary. I would like to ask about your present strength. 

(Discussion off the record. ) 

Mr. Taser. Thank you, General. Are there any further questions 

(Discussion off the record.) 

Mr. Taner. We have with us Mr. Walworth Barbour, Director 
Office of Eastern European Affairs, and Mr. Barbour, we will b 
glad to hear your report at this time. 

Mr. Barnovr. Off the record. 

(Discussion off the record.) 
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Mr. Taner. If you will turn to page 23, we will begin the hearings 
for this afternoon. 

I think we will get along quicker if I go over this first, because ] 
want you to know what is of greatest concern to me. 

Mr. Harasy. Could I, before we start, just make one inquiry / 

Mr. Taner. Surely. 

Mr. Hatany. We believe that we know what you want and we have 
organized to try to meet it. 

Mr. Taser. You do not have anything in this written presentation 
which was set up here to hit the mark, and I thought maybe if I 
projected what seemed to me to be what we have got to get at in order 
to size this situation up, it might help. If you will turn to page 2, 
we will begin. 

I have been going over the material contained in this printed pres 
entation and I think I have a pretty fair idea of it, but I do not 
find the things I want to know. 

I want to know how much of this materiel for each item in the 
second column was to be shipped in the 1950 through 1953 programs 
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ind I want to know how much in each case has been deobligated. 
hink that is the key to this picture. 

Mr. Harazy. Mr. Chairman, I do not want to appear to suggest 

ow to proceed in any way, but we are all set to first give you the 
figures on the overall picture. 

Mr. Taper. You have a lot of figures there but they do not hit 
he mark. That is the trouble. 

Mr. Hatapy. We want to give you the general picture of oblig: 
tions and then come down to exactly what you are asking for on a 
clobal basis rather than just one chapter at a time. 

Mr. Taser. I have another page which I am going to turn to in a 
few moments, but this is what I feel is the meat of the coconut and 
let us get at the meat. 

I want to know how much of the funds for light tanks were de 
obligated. That will be the first question. 


ANALYSIS OF ARMY FUNDS 


Haxasy. I think if you will turn to page 10 in this packet 
whic ct we have just handed you, we will start out first with the Army 
where most of the deobligations have occurred. 

You will recall that the GAO reported both dual obligations and 
obhgations against stock which were not according to the subsequent 
tling of the Comptroller General on regular obligations, according 


; rules. 
isis an atten pt to show as of May 1953 what the situation was on 
G@ations. The deobligations ha ve been occurring over the last 


'5 months. In other words, first, we have regular reprogramming that 
requires deobligations, but that does not have anything to do with the 

AO ruling. That occurs on a monthly basis in the program. The 
second is the deobligations due to this GAO report. You remembei 
that the bulk of those quest ionable obligations were made in June 1952 
and that study of the GAO was as of that date. They started their 
‘tudy around the wintertime and they went back to he records as of 
June of the previous year. 

All during the past 6G months we have been deobligating and reobli 
gating, but most of the deobligations have occurred and most of the 
reobligations have occurred in the last 90 days. So, we had to take an 
arbitrary date, with all of these items going in and coming out, and 
1 asked the Army, through Colonel Corbett, to come up with the best 
picture he could by items to answer some questions | you asked us last 
week, 

The result is this picture as shown on pages 10 and 11 and I am going 
to ask Colonel Corbett to give you the clearest explanation he can of 
just what has happened. 

Mr. Taser. Well, let him go ahead. I do not suppose it will do any 
good to try to shorten it. 1 was in hopes that we could get down to 
business, but, if we cannot, we will go the other way. 

Colonel Cornerr. The estimates which we submitted to the De part- 
ment of Defense, and in turn submitted to the congressional committee, 
showed that as of June 30, 1953, we would have $1,280.900,000 
unobligated. 

Mr. Taser. How much ? 

Colonel Corperr. $1,280,900,000 unobligated. That figure is given 
to you in the second p: age of this submission. 
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Mr. Taser. That is for the Army? 
olonel Corserr. That is for the Army, sir; I am speaking just for 
the Army’s part now. 

I would like to point out to the committee that of this sum of $1,280, 
900,000—the entire sum, less the amount marked at the top of the page 

s suvings—-is for items that are now programed and are scheduled t 
delivered to the recipients of the foreign ald progran.. 

I have broken this down into several categories. The first item yo 
will see isan item of S70 million which is for new programs which hav: 
just been approved. ‘Those programs are here in my possession now 
and will be sent to the technical services for implementation. They 
nave not vel been sent. The se p rovTrams were apical in June aha 
time has not permitted implementation, 

‘Tl he training reouirements for which funds were not obligated but 
for which we still have the requirement are in the amount of $6.2 
million. 

We have items programed in fiscal vear 1953 for which it is esti 
mated that contracts could not be let prior to June 30, and this was 
due to several reasons. One of the reasons was the small quantity 
of items involved: second. some of the bids which we did receive ol 
them were not ac eptable. 

The next items were items to be supplied from stock. The funds for 
these items had been obligated previously but were deobligated. That 
is the first bie item of 8476.7 nuilllon. The exact items that are in 
that category are the ones in this long list on page 10 in the amount 
of $456.7 million worth. 

‘The next item is the items which are not carried as separate items 
in the program but which are progri ree in lump-sum amounts and 
relate mostly to spare parts. However, in addition, there is general 
engineering equipment, ordnance supp Tees, and so forth. The requi 
sitions for these items are received directly from the MAG—the mili 
tary assistance advisory groups 1n the countr vy concerned. The requisi- 
tions which we have received and priced have not taken up the entire 
amount of money. Therefore, there is this sum that is shown as 
remaining unobligated as of the end of the year. We cannot obligate 
in advance for those items even though we have them on the shelves 
and could deliver them within a very short time—less than 60 days— 
because we do not have the item identified until we get the requisition 
from the country concerned. 

I would like to point out also at this time the footnote on the bottom 
of the page. The “flash report” which was received, in accordance 
with the wishes of the chairman of the committee for the status of 
obligations as of June 30, showed we had obligated $184 million more 
than we had estimated would be obligated as of that date. 

Mr. Anpersen. On July 6, I understand you deobligated a further 
$125 million inthe Navy. Did you not? 

Mr. Hanapy. That is right. 

Mr. Anprersen. Of course, that does not have anything to do with 
your part of the program. 

Mr. Havtany. The Army underestimated and overperformed. 

Colonel Corserr. Ours was $184 million less. 

Mr. Hatasy. I think the main point is that the estimates are getting 
more conservative and more accurate than before. 

Colonel Corserr. On the matter of the deobligations, the require- 
ments for deobligations are, as you know, just a matter of time. It 





es not change the requirements, and it will not change our per- 

mance in regard to those items one iota. The difference is only in 

me as to when we can report this money obligated. 

For example, take the items on page 10. If we were going to ship 

irbine ammunition at the rate of 4 million rounds a month, of course 
| could only obligated funds for 8 million rounds; that is, the ammuni- 
on I am going to deliver in 60 days. At the end of 60 days I could 
bligate money for 4 million more rounds if I am going to ship this 
mount of ammunition during the 12-month period of the fiscal year, 
nd I will need that amount of appropriated funds in order to cover 
the total of this amount of materiel. However, according to the rul- 
ng, it is a matter of time as to when we can report that amount as 
bligated. Therefore, the items which appear on this list, if com- 
red with the estimate of shipments to port, take into account the 
ictual shipment of these items during the fiscal-year-1954 programs 
ind the first 2 months of the fiscal year 1955. 

Mr. Hataspy. Can we get back to the chairman’s question, Colonel ? 

Mr. Taser. The way they are labeled you cannot identify them with 
the program. 

Mr. Haxapy. Let us try to get the answer to the chairman’s specific 
juestion. He has taken the European section, which is by far the 
largest title. 

Mr. Taner. I intend to go to the others as soon as we finish that one. 
[hese things in here are not broken down the way the material is 
listed in the book. It makes it impossible for us to pinpoint those 
things. If you could pinpoint and tell us what it is and how much is 
nvolved, we could tell something about the picture. 


TANKS 


In this column having to do with quantity of tanks to be shipped, 
n pages 2 and 3, you start in with light tanks. According to the book, 
there were 629 light tanks either obligated or provided for with funds 
ivailable at the time the program was made up. 

Had any of that been deobligated and, if so, how much ? 

Colonel Corserr. Sir, we had a deobligation for light tanks in the 
mount of 456 light tanks, for a total sum of $82.4 million. This was 
. so-called dual obligation. 

Mr. Taser. What was that figure again? 

Colonel Cornerr. 456, and the amount involved was $82.4 million. I 
annot identify from my figures right here whether we were going 
to apply all of those 456 to this title to be shipped or not, because when 
we go to the technical services we go to them and ask them for so 
many light tanks—not so many for Europe and so many for another 
ection. 

Mr. Srassen. It is a worldwide figure. 

Mr. Taser. I am going to get to that when we get to the other page, 
but I cannot do it any other way and know where I am coming out, 
ind I do not think you can. 

You have medium tanks listed here. Were any of those deobligated ? 

Colonel Corserr. Yes, sir; 829. 

Mr. Taser. Where does that appear in your other table? 

Colonel Corsetrr. These figures do not appear in the other table. 

Mr. Tarer. They do not appear on page 10? 

359285343 
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Colonel Cornerr. No, sir. This is also a dual obligation. 

Mr. Taser. That makes a total of $308 million. There were some 
others down below in the program, were there not ¢ 

Colonel Corserr. I would like to call your attention to the difference 
between the two tanks which we are talking about, sir. This one in 
the obligated part is the M4, which is a much smaller tank than our 
medium tank now, which is, of course, the M47. The figure that I 
gave you is for the M—47 tanks with 90-millimeter guns. 

Mr. Taser. Those tanks mount 90-millimeter guns ?¢ 

Colonel Corserr, Yes, sir. 

Mr. Taser. Colonel, you have 2 items here of that kind of tank, 
but they are 76-millimeter guns and 105-millimeter guns. 

Colonel Corperr. Yes, sir. 

Mr. Taser. Does that mean that this table on pages 10 and 11 is not 
right ? 

Colonel Corserr. No, sir; this is accurate, sir. 

Mr. Taser. Is that part of the tanks and combat vehicle up above 
project No. 133? 

Colonel Cornetrr. Yes, sir. 

Mr. Taser. All those tanks are of that type? 

Mr. Hatapry. Let us get the dates squared away here, Colonel. This 
is deobligated as of May 1953 ¢ 

Colonel Corserr. That is correct, from stock. 

Mr. Hatasy. From stock you show 216 medium 76-millimeter and 
102, 105-millimeter, which is 318 medium tanks in MAG. Now, you 
have just mentioned 829 medium tanks as deobligated, and I think 
it is the difference between those two which is causing some confusion 
here. Is that because the 829 tanks is the figure deobligated through- 
out the year? 

Colonel Corserr. No, sit 

Mr. Harasy. Was that some other date? 

Colonel Cornerr. The figure of 829 medium tanks is the figure that 
resulted in the deobligation from what was referred to in the GAO 
report as “dual obligations.” The figures that you have on this list 
here are the items that were deobligated from the stock account. 

Mr. Haxapy. This list then refers on pages 10 and 11 to deobliga- 
tions because they could not be delivered in 30 to 60 days as required 
by the new rule? 

Colonel Corserr. That is on the dual obligations which we had a 
transfer of funds from the Army account to pay MDAP for those 
dual obligations. That money that is not obligated is, of course, 
included in our overall list of other unobligated funds as of June 30, 
1952. 

Mr. Strassen. Is that reflected in tab E? 

( pia Corserr. Page 12 is where you are getting those figures. 
No: the item here in the amount of $418 million refers to this item on 
our list here, sir, which are the miscellaneous items mostly from spare 
parts. They are undentified items that are miscellaneous ordnance 
engineering equipment. The tab that you refer to, tab D, is $456.9 
million. 

Mr. Taner. The list of items on page 12 is $418.5 million. Is that 
what you mean ? 
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Colonel Corserr. Yes,sir. This item refers to the item in our over- 
I] sheet. 

Mr. Taper. You see, when we do that way, we do not get anything 
that jibes with information we have been given so far, and it is very 
lifficult for us to pinpoint it, if not impossible. Getting the explana- 

ion you just brought up is just confusing. It just does not clear us 
ipatall. I would like to get it cleared if I could. If we cannot, we 
might as well throw it out. If we cannot get the information, that 
eaves us Just up in the air. 

Mr. Strassen. I believe the colonel has all of the information as to 
what was deobligated, but in the deobligating process or in the obligat- 

ng process they do not divide between Europe or the different areas 
of the world, and the sheet you are looking at shows the quantities to 

shipped by areas of the world. The explanation of the colonel is 
iow giving refers back to this book, section I, page 5, where the carry- 
over of $1,992.256.805 is shown. The colonel is in the process of 
showing what that represents and how it came about, and the manner 
n which it came about, and the details of what the deobligation was 
n terms of tanks, guns, ammunition, and so forth under this GAO 
ruling. 

Mr. Taner. If I could get this thing so I could follow it and make 
an intelligent approach, [ would be willing to go along in any old 
wav; but when the stuff is brought to us on a basis that is different 
from the way it was presented to start with, it is going to be mighty 
difficult if the colonel cannot answer as to these items and we cannot 
tell where we are. 

Mr. Hatasny. Mr. Chairman, we were here last week, and you gave 
us a very clear idea of what you wanted. We worked all of the week- 
end and at night trying to get a presentation that was clear and simple 
and direct. If you would just try me out for 10 minutes, at the end 
of that time I will sit down or you can throw me out. 

Mr. Taser. I will give you an hour; then, after you get through, 
if you have not done anything to make it clear, I will try to ask ques- 
tions to make it understandable. 

Mr. Hatrasy. All right, sir. We want to start out, if we may, with 
a very simple picture of what we have. 

You voted 4 years of a program here like this [illustrating], and 
there is the fifth year coming up, and these [illustrating] are all part 
of the deficiencies and this [illustrating] is the new money and this 
[illustrating] is the unexpended money. Now, those are all the title 
deficiencies. We have not attempted to program any of those. These 
[illustrating | are home defense ; these are territorial troops; these are 
a lot of electronics here and so forth that we have never even touched. 
But those are things authorized and appropriated for in 4 years. That 
totals up to $16.5 billion. 

Of that $16.5 billion about $1 billion has gone to other agencies, so 
that there has been earmarked for defense $15.5 billion: there has 
actually been allocated $15.2 billion. Of that $15.2 billion, we have 
unobligated, in accordance with the latest rules, the new rules, already 
about $1,977 million. It is with respect to those unobligated funds 
that the first big question arises. If I could just explain that briefly, 
I will be very, very brief. 
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The first point is that in this program, which is not a procurement 
and supply program alone—it is the whole mutual-security pro- 
gram—we get the goods in three different ways. First, we get the 
goods out of service stocks; second, we get them out of the new United 
States procurement; and, third, we get them out of offshore procure- 
ment. Of the total available for materiels procurement of $14 billion, 
we are procuring $2 billion offshore. 


CHANGE IN RULES COVERING OBLIGATIONS 


We had been obligating under some rules which were before con- 
sidered to be appropriate rules, and those rules provided that the 
requisition against stock occurred and was recorded as an obligation 
when a supply directive was issued by G—-4 to the technical service. 

Let me give.you an example. Suppose the MAG chief in Turkey 
wanted 50 medium tanks. There was an approved program that had 
already been presented to the authorizing and appropriating com- 
mittees, and it provided for 50 medium tanks. He sent in the requisi- 
tion to the Department of the Army. The requisition went to G-4. 
G4 looked it over to be sure the money had been appropriated and 
the program had been approved. They then issued a directive to the 
Ordnance Corps, and under the old rules at that point an obligation 
was recorded. Now the Ordnance Corps looks over the whole inven- 
tory of medium tanks and those coming off the line and in this hypo- 
thetical example decides that the place to get these 50 tanks is from a 
unit out in California that has 50 World War II type tanks. That 
unit then sends its tanks in and gets some new tanks off the production 
line. Those tanks are rehabilitated. It may take 4 or 5 months. 
They are then packed and crated and shipped off to Turkey. 

Under the new rule the obligation did net occur in that transaction 
until the depot said “We have the tanks. They are rehabilitated, and 
we will ship them in 30 days.” The effect is that a very substantial 
amount of what we thought were obligations had to be deobligated. 
There is no change in the Turkish program; there is no lowered re- 
quirement for the tanks, but the books have to be completely changed 
for that kind of transaction. 

If it had not been for these new rules, we would have had an esti- 
mated unobligated balance of about $600 million, but when you apply 
those new rules and some defects the GAO has uncovered, we have 
$1,977 million unobligated. 

If I may go now from generalities to some specifies, the GAO report 
also said there were some dual obligations; that Ordnance, for ex- 
ample, had obligated the funds for production—for items coming off 
the production line—and had also obligated funds for items out of 
stock. The Army did that because they were not sure when they 
could get the items; so, to have double insurance, they obligated out 
of stocks and obligated out of new procurement in some cases, which- 
ever came through first, and then deobligated the other and then em- 
ployed the funds for other deficiencies needed to be programed. 

There are several other specific problems in that report. What we 
did to try to get the answers to your questions was to take first an an- 
alysis of all the unobligated funds by services. We did not break it 
down by title, because (@) we did not have much time and (/) it 
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means more when you have the global figure in front of you, because 
you know exactly how much is involved rather than breaking it up 
into four different compartments. Finally, it was a lot easier for us 
to get accurate figures in this way. 

We did the best we could to put it in the form you wanted. Colonel 
Corbett was going over his whole a of unobligated funds. This table 
you have in front of you, on page 1, shows the whole MDAP picture. 
Page 2 shows the Army picture « and then, after that, the Nav y and Air 
Force. Colonel Corbett was showing you that there are several cate- 
gories of unobligated funds which total up to his $1,280 million. He 
had gotten through about 3 of those and he was coming down to the 
fourth one, which is the biggest one, and the fifth one, which is the 
next biggest, and he was trying to show on a global basis how these 
things had been deobligated. Then he will tell you what the Army’s 
plans are for reobligating them and give you the obligation schedule. 

Now, Colonel, if you could start with item 4 and go on through that, 
I think it will give a pretty clear picture of the table. Then the chair- 
man undoubtedly will have some questions he wants to ask you. 


ARMY FUNDS DEOBLIGATED 


Colonel Corserr. I refer you to the item of $456.7 million which 
constitutes the amount of money we have now deobligated and which 
has a direct reference to the deobligation resulting from the new rul- 
ing of the General Accounting Office. 

The items involved in this $456.7 million are given in pages 10 and 
ll, tab D, by items and by quantities. I would like to point out that 
the so-called dual obligations do not appear on the program. They 


were items that, due to this bookke eping matter appeared in addition 
to the program. 

Now, the Army has come up and repaid MDAP with those funds; 
therefore, the funds we are talking about are accounted for in this 
block on page 3, and the items deobligated are accounted for on pages 
10 and 11. 


DUAL OBLIGATION 


Mr. Anperson. If you will excuse me, I do not quite yet under- 
stand fully the dual obligations and how they came about. 

Colonel Corserr. When the program was approved, it was deter- 
mined at that time for the items programed we would go out on pro- 
curement and buy so many and so many would be furnished from 
stock. Contracts for procurement would be let. Procurement was 
somewhere in process. But the item had not physically been deliver- 
ed yet from our contractor. In the meantime, an additional item, 
one we had not previously counted on, became available in stock. The 
minute that item became available in stock and was acceptable to 
MDAP, we took that item and shipped it to a country. The item 
finally arrived there. 

Now, in order to keep track of these items we shipped, we took 
money, obligated it, and expended it almost simultaneously, for 
these items we shipped. The program then instead of showing only 
10 items as originally in procurement would show 10 in procurement 
and 1 from stock. Eleven items were on the program. But we did 
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not have a requirement for 11 items; we just had a requirement for 
10. When those items came off the production line, if the Army too! 
them, the Army would pay us the money on those. Now, production 
of those items is not completed. However, in order to clear this busi 
ness up, we did go to the Army; the Army got an apportionment 
from the Bureau of the Budget to repay MDAP physically wit] 
these funds. That is the status of it now. As I say, it was just : 
question of time when you would have a leveling off. It was never 
a question of using some money twice or overprocurement. 

Mr. Harary. In other words, as of a certain point in time, yor 
were found on that day to have 2 obligations for some item, but it 
was Just a question of time until vou had cleaned it all off. And all 
of those have now been cleaned off ? 


Colonel Correrr. All of those, to the best of my knowledge, have 
now been cleaned off. 

Mr. Anperson. And they amount to $690 million, did vou say? 

Colonel Cornerr. Originally they amounted to $600 million. As 
T say, these have been cleaned off. Some were cleaned off last fall, 
during the winter, and the others when we got this last apportion- 
ment. The last one was $282 million that we received in May just 
to clean them all off. 

Mr. Hatary. Do you intend to follow that practice in the future? 

Colonel Cornett. No, sir. But at the same time you put yourself 
in a very difficult position by trying to come up with some other 
procedure. You may put yourself in a position where you do not have 
your money working as fast as you should. For example, to go back 
to my original statement about when the program was approved, yon 
have the money and you make the determination by counting stock and 
counting receipts not only from procurement already funded but re 
ceipts from turn-in. You make your best estimate of what is the best 
way to get this money working—so much for procurement, so much 
against stock. If you stick to that and say “There will never be any 
changes from this’ sometimes you put off the delivery of items that, 
through some circumstances, become available to you from stock. Be- 
cause the minute I ship an item from stock I have to do one of two 
things—not charge anything to MDAP until the companion item 
comes off the production line, which may be 9 months later or have a 
temporary dual obligation. In the former case, shipments and ex- 
penditures would be further and further apart. So, it is not entirely 
a question of determining “I am going to do this; I am going to do 
that.” and tie yourself so as to give you no flexibility. Sometimes a 
crisis arises and you would want to expedite shipments. You would 
hold the Department of the Army as reprehensible if they say “Oh, 
no. I have to wait until this item comes from “Procurement.” 

For example, in the recent flareup in the Far East, if we had not gone 
all out and taken everything we could put our hands on in order to fill 
a specific program, which we did, you would hold the Department of 
the Army as most negligent. 

Mr. Forp. Did not that procedure policy distort the Army’s picture 
of the procurement program ? 

Colonel Cornetr. To some extent, yes. TI believe the Army produc- 
tion and procurement program is distorted until we make firm require- 





rents and fund them from MDAP. You know the DA has its latest 

srocurement program, but it must take my MDAP estimate. In other 
dada I have to tell them I am going to buy so much ammunition and 
so many howitzers with 1954 funds, and I do not have the money or 

. authority or anything else yet, but it is my best estimate. Now, the 
Army does know its 1954 funds. The *y can firm up their 1954 program. 
(Therefore, the MDAP part does distort the whole program until an 
appropriation is passed and the program is approved. It is not in- 
dently simultaneous exercise; it takes time. 

Mr. Forv. As I gather, this procedure existed not just prior to 
appropriation time but actually over the full 12-month period. 

Colonel Corserr. Yes, sir. 

Mr. Forp. So, vour distortion existed all year, not just for a limited 
period of time. 

Colonel Corserr. No, sir. I think we are not very clear on that. 
\t any one period of time you can determine what the distortion is, 
but certainly it existed all over the entire fiscal-year period. I know 
right now I have a distortion in the signal program, where I have 
chipped MDAP $66 million worth of signal items but I can show no 
expenditure for. I did not want to get myself in this trouble again, 
and we are trying to come up with some solution of how we can ship 
items from stock or procurement and get a recapture from Army funds 
for those items. You can do it every month, However, if you do it 
monthly, on any one day during that month you will havea distortion. 
And, if you are continually changing the source of funds in your con- 
tract every month, the amount of paperwork you go through gets to be 
tremendous. 


ITEMS TO BE SUPPLIED FROM STOCK 


Mr. Harasy. Now, may we go on to the last remaining ite m on page 
12, where you call that “Items to be supplied from stock” 

Colonel Cornerr. There is a rather simple saiinaics for this. 
These are items to be supplied from stock. They consist mostly of 
spare parts and miscellaneous supplies. The items are not identified 
until a requisition is received in from the country concerned. We cut 
the requisition here for spare parts ourselves and process that requisi- 
tion. Right at the present time the latest estimate I have is that I 
would have the requisition cut and in the mail for all spare parts we 
have on the program by October of this year. 

Mr. Halaby. Then, with respect to tanks, you have deobligated some 
tank funds: (a) those that were under dual obligation—— 

Colonel Cornerr. That is correct. 

Mr. Harasy (continuing). And (6) spare parts for tanks that were 
in the process of requisition. 

Colonel Correrr. That is correct. 

Mr. Hanasy. And a certain portion of that which you cannot spec- 
ify is attributable to the European program ? 

Colonel Corserr. That is correct. 

Mr. Harany. And another part for the Middle East and so forth? 

Colonel Corserr. That is correct. 





ANALYSIS OF NAVY FUNDS 


Mr. Hatapy. Now, if we can go over to the Navy, that would |y 
pages 13 and 14 through page 16. This is Commander Newsome o! 
the Navy Department. 

Commander, could you tell the chairman and the committee what, 
any, dual obligations you have? 

Commander Newsome. The Navy has had no dual obligations, si 

Mr. Harany. Have you deobligated any obligations on account of 
the GAO rule? 

Commander Newsome. Yes, sir. The footnote on page 13 will ind 
cate that on the 7th of July at the close of business we showed we ha: 
obligated during the month of June $129.1 million. And I say “du 
ing the month of June” because the directive did not get out of thi 
Navy Department to the field activities until around the 28th of May 
So all obligations that were directly attributable to this GAO ruling 
will be in the month of June in our case. 

T would like to discuss the unobligated balance of the Navy in tw: 
portions. On page 13 we show the last figure as an unobligated carr) 
over of $157.3 million. This is not taking into consideration thi 
GAO ruling. We would have done that under any circumstance ha: 
the GAO ruling not come about. That figure consists of $169.9 mil 
lion which is unobligated as of June 30. Because of $12.6 million 
savings which we turned back, the net. is $157.3 million, which is spelle: 
out in detail on page 14. 

Deducted from this $157.3 million, the first item is $15 million. 
which is a reserve for engineering modifications in our shipbuilding 
programs, which are reserved by the Bureau of Ships. The Bureai 
of Ships during the construction of that ship is unable to identify 
exactly what minor changes will be necessary as the ship progresses. 
It is therefore necessary to hold that money. AsTI said, it cannot bi 
identified. Therefore, it is not legally obligated. It must be carried 
over. 

Mr. Haxarny. That applies to the Bureau of Ships for its own pro 
curement as well as the MDAP procurement, because those ships are a 
long time building, and until the last 12 months of construction change 
take place you have to have a reserve to cover those changes ; otherwise 
you will be stuck with a design which you may not find to be the latest 
and best. 

Commander Newson. That is correct. 

Mr. Hanasy. That is traditionally the Navy’s procurement 
practice ? 

Commander Newsome. Yes, sir. I might point out especially so in 
AMS procurement where the Navy is building these AMS’s for mutual 
aid. This is a prototype vessel. Until this year we had no figures 
of how much reserve we could carry over for design modification. 
That has finally been arrived at. We have the experience data now, 
and that comes to just about 24 percent of the moneys appropriated by 
you gentlemen that we must carry over into next year as unobligated 
because we cannot identify them. Those are mainly tied down by de- 
sign changes and labor and material escalation, which in some cases 
runs as high as 10 percent of the total cost of the ship. We must set 
that aside. We cannot under GAO rulings obligate those funds until 
they can be identified. 





OBLIGATIONS IN PROCESS 


Mr. Hanapy. In the second breakdown, you have obligations in 
srocess to be e onsummate d by October 1953. 

Commander Newsome. That comes to another $66.8 million. As 
you can see, we have it broken down into specific aircraft electronics 
ontracts to be let, with the types of aircraft for the United Kingdom 
n the first line to the amount of $2 million; patrol aircraft and trainer 
Lireraft for the Netherlands in the amount of $500,000; patrol, fighter, 
nd trainer aircraft for France in the amount of $4.5 million. The 
iext. item of $5 million is excess to AM program. We found toward 
the nearing of completion of the AMS we were slightly overfunded. 
However, all that to a dollar—and it is coincident—balances out with 
the underfunded in the AMS program. Therefore, those funds are 
n process of being shifted with DMS approval from the AM program 
o the AMS program. They do not appear as an obligation at this 
time, 

Mr. Hanasy. What are AM and AMS? 

Commander Rypren. AM is the ocean minesweeper; AMS is the 
erm which the United States uses to describe craft known as the AMC 
Coastal minesweeper in NATO. 

Mr. Hatapy. You have another breakdown of items you want to 
bligate by October 1953. 

Commander Newsome. Yes, sir. The total of those items we are 
i a position to obligate by October 1953 comes to $66.8 million. 

Mr. Hatany. Page 16 is an analysis of the obligations, and these de- 
‘bligated items tie into the big book but are not attributed, but you 
iave attributed them by title. Is that right? 

Commander Newsome. I have them laid out by title and general 

ategory. 

Mr. Hatasy. So in answer to the question Chairman Taber was 
isking as to pages 2 and 3, you would have under your Navy program 
no vessels, for example, of the $18,930 deobligated under the vessels 
program that would be attributable. In other words, there are 274 
vessels to be shipped ¢ 

Commander Newsome. Correct. 


AIRCRAFT AND OTHER AERONAUTICAL EQUIPMENT 


Mr. Harasy. And $18,930 of that “to be shipped” are deobligated, 
ind then you do not have that broken down in very much detail; but 
inder “Aircraft and other aeronautical equipment” you have about 
$15 million of the total of the 569 to be shipped that was deobligated. 

Commander Newsome. Deobligated, and this takes into account no 
aircraft as such. We did not deobligate any complete aircraft. This 
$18 million is an item which had been obligated by the Bureau of 
Aeronautics to furnish service stock spares to go along with the air- 
craft which are coming off the line in December of this year—new 
production aircraft. We furnish life-of-type spares with those air- 
craft. Under the GAO ruling, delivery of the aircraft and delivery 
of the spares that go along with it are more than 60 days hence; there- 
fore, we must deobligate these funds. We can point out here that 
every dollar of those funds is needed to give a dollar’s worth of spare 
parts to go along with the aircraft whic h we have obligated funds for. 
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The total on this page 15 and continuing on page 16 shows the dk 
tailed breakdown of field activities deobligated during the month of 
June. The recap at t the bottom of the page shows the total here of 
S77.6 million which was deobligated during June of this year. 

I would like to repeat, if I may, that every dollar of that $77.6 
million is eee by requisitions for items. The deobligations 
were made, in accordance with the GAO ruling merely because MAG 
itself spe ied a delivery date of more than 60 days after the receipt 
of the fais tisition, insuring the orderly flow of material into the coun 
try. Or, in some cases, where material would not be available for 
shipment to the country within 60 days, the funds must be deobl 
gated ; but they do represent a real requirement which will be obl 
gated before December of this year if we are given the utilization of 
th e funds. 

Hanany. In other words, that stuff is programed and commit 
ted, and the countries actually have notice that those spare parts are 
available when needed 4 

Commander Newsome. That is right. 

Mr. Hanapy. And what is awaited is the requisition that can be 
made within 30 to 60 days, and at that point it will be obligated under 
the new rules? 

Commander Newsome. The holdup in most cases is the desire of 
MAAG itself, in specifying the desired delivery date, to insure an 
orderly flow of material to allow the country to receive and utilize 
it on the scheduled basis rather than in a lump shipment. 

Mr. ANprrseEN. You mentioned when you ship a plane you also ship 
with it a certain number of spare parts. 

Commander Newsome. Yes, sir. 

Mr. Anpersen. Do you gage from your experience in the past as 
to the quantity of those spare parts to be shipped with each plane, 
to take that as a unit? 

Commander NeEwsoMe. Yes, sIr 

Mr. ANprrsen. You do not stock spare parts in a depot someplace 
nearby so that you need not send them in with any particular plane? 

Commander Newsome. No, sir; we do not. 

Mr. Anpersen. But they accompany the plane? 

Commander Newsome. We are definitely prohibited from building 
up stocks except backup spare for the specific item. 

Mr. ANDERSEN. What proportion of the cost of a plane would you 
say, taking a new plane costing $500.0 10 or $300,000 or whatever it is, 
would be the spare parts accompanying ‘that original shipment? 
Would it be 20 percent, 15 percent, or what ? 

Commander Newsome. I would like to get an accurate answer to 
put into the record, if I may, but it is approximately 30 percent. 

Mr. Anversen. The thing I am driving at is the fact that all over 
the world you would get an accumulation of spare parts that you 
wouid never use. 

Mr. Hatasy. That is why we are not shipping them forward until 
we get the requisition. 

Commander Newsome. If I may give a personal example, in Indo- 
china we received 10 patrol bombers. We received 10 sets of spare 
parts to back up those bombers. We lost two of the bombers the first 
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ear. The next two replacement planes which came lip under the 
953 program did not carry with them those spare parts, because those 
ere available in Indochina for the planes. 


ANALYSIS OF AIR FORCE FUNDS 


Mr. HALABY. The Air Force Is next, The analysis ot their unob 
gated balance is on page ive olving a Sulnmary, and then pages LS 
ind 19. 

olonel Boyan. I would like to refer you first to page 18, which 

ill give you a very brief status of the program. 

Kr ollowing the bottom line, the total program 1s S$4.802.500,000. Our 
obligations as of June 30, estimated, are $4,429,100.000. The unob 
igated balance as of June 30 is $373.4 million, and the savings are 
$48.4 million and to be obligated in yor year 1954, $525 mi illion. 

Then back to page 17 for another quick summary, we have an esti 
mated unobligated balance of $373.4 million against a reserve for 
engineering changes of $33.5 million. I won't repeat the Commander's 
explanation. It is identical in our case as it applies to aircraft. The 
work in progress is $291.5 million. The savings are $48.8 million— 
or a total unobligated balance of $373.4 million, 

On page 19 there is a spread of the material unobligated by cate 
gories. In the aircraft and spares project the total is $121.8 milion, 
$33.5 million of that is reserve for engineering change orders. 

There are three categories of equipment: Government furnished 
ircraft equipment for aircraft under procurement, $56.2 million; 

scellaneons spares for aircraft under procurement, $14.1 million; 

follow-on spares, $18.0 million. 


AIRCRAFT COMPLETE WITH SPARES 


In connection with project 931, which is aircraft mp ylete with 
pares, the Air Force and the MDAP requirement of aircraft and 
spares is, as you know, combined in one production and lial 
schedule. In some cases for conve teeth, the requirement of spares, 
both in the initial phase and some follow-on spares, are funded to 
some degree out of Air Force funds for that purpose. At the present 
time, reallocations are in work in Air Force accounting to adjust the 
bulk ot those funds. In other words, the obligations will follow im 
mediately in the first quarter. Next, follow-on support category un 
obligated $18 million. 

The method of computing follow-on spares for Air Force aircraft, 
as you know, is under study, and the $18 million not obligated in this 
project has been deferred pending a recomputation of those 
requirements. 

[ might add here, as a further action on our part in MDAP 
the follow-up spares category, we have not programed any follow-on 
spares in 1954. 

Mr. Andersen, you asked about aircraft spares provisioning on the 
part of the Navy. We buy an aircraft and 1 year’s level of spares 
in the Air Force, and as the aircraft st: Lys in inventory we purchase 
what is known as a follow-on level of spares. It is considerably less 
in value than the initial year’s level. We are attempting to establish 
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and maintain in each country 5-day level of consumable aircraft 
spares, backed up in the area byt a 90-day level in Air Force control 
depots. The balance of spares in procurement, in depot backup in 
the United States and in pipeline flow. This is a new program from 
the standpoint of activation of units. We are really in our first full 
year of operation. Six or seven months ago our utilization of aircraft 
was about 50 percent of what we had anticipated. In May our utiliza 
tion hit 80 percent of our planned flying hours and, of course, ow 
consumption of spares is going up as the utilization is going up. 

Now, we adjust our spares procurement in the follow-on ¢ ategor) 
by a program of flying hours which we publish quarterly, guiding 
the procurement action of our Air Materiels Command. 

In the second category “Electronics and communication equipment 
with spares,” $60.6 million, again there is some Government furnished 
aircraft equipment requirements for aircraft procurement ; [FF equip- 
ment—procurement action delayed due to revised requirements, $12.6 
million; microwave equipment, $8.4 million; and miscellaneous sup- 
port equipment and spares, procurement action on which has been 
delayed pending precise definition of the quantity of spares, $18.6 
million. 

Under “Weapons and spares,” $26.9 million, again the largest item 
in that category is caused by a redefinition of spares for aircraft 
Weapons. 

General equipment and spares, $46.9 million, includes some weather- 
station equipment, fuel-storage equipment, and test equipment. 

In the ammunition category, $55.2 million remains unobligated. 
There was eliminated a rather large requirement for 1,000- pound 

bombs late during the fiscal year and MIPR action was instituted too 
late in the year to result in an obligation. 

Mr. Hatasy. MIPR means “military interdepartmental purchase 
request.” 

Colonel Boyian. That is right. 

In the training equipment category; we have in the fiscal year com- 
pleted a detailed analysis of the training equipment items required 
by each country receiving United States equipment to place in being 
central flying schools and technical schools. While the items gener- 
ally were included previously, the quantities and specifications of the 
items, and the specific types which were required were modified which 
resulted in $11 million unob ligated at the end of the year. 

That concludes the major items. 

There is one $300,000 item for repair and rehabilitation, and $1 
million unobligated for training. 

Mr. Havapy. We have not had in the Air Force dual obligations, 
is that right ? 

Colonel Boytan. No, we have not, and as a result of the General 
Accounting Office survey we have approximately $6 million of inter- 
departmental purchase requests that are affected by the Comptroller 
General’s ruling. Those relate, Mr. Taber, to title III 27-F-8-F air- 
craft, and 8 PBY-4 aircraft for Formosa. 

The F-8—F’s are for Indochina. 
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In conclusion an analysis of our savings appears on page 21. 

Mr. Taser. What do you mean ? Do you mean that those are items 
that are not obligated and are not going to be obligated ? 

Colonel BoyiaNn. In the: categories as shown, sir. 

Mr. Hatapy. The three services’ total saving now has reached $424 
million, Mr. Chairman. 

That is one of the steps taken by the present administration to im 
prove this program, and the Air Force portion of savings from moneys 
illocated to the Air Force is $48.4 million. Colonel Boyl: an and I and 
others together have sweated that much out of the 1952 and 1953 
program, and then, of course, there is a substantial amount which has 
never been allocated, which is not going to be allocated to the Air 
Force. 

If you could, give us very briefly an analysis of any deobligations. 
Have you suid all you want to say on that, Colonel / 

Colonel Boyian. Yes, I think I have. 

As you pointed out, Mr. Halaby, in the operation of the program 
there are bookkeeping adjustments too as a result of the General A 
counting Office review. ‘There are no outstanding deobligations on 
the part of the Air Force. 

Mr. I ALABY. x ou broug! il youl books up to a: ite and you conform 
to the Comptroller General’s ruling and the directive issued by the 
Assistant Se retary of Defense in pursuance of the ruli iy as of now 

Colonel Boytan. That is correct, sir. All of the services have, I 
believe, this month to complete the actions, and to the best of my 
ability I state that the actions are either complete or nearing com 
pletion. 

Mr. Harany. Could we, Mr. Chairman, put in the record the Comp- 
troller General's letter, the directive that Assistant Secretary McNeil 
put out to implement it, and this chart which shows the difference be 
tween the old rules and the new rules 

Mr. Taner. What do you mean by the ¢ empires General’s letter ? 

Mr. Harany. It is the April 7 letter, sir, that told us to change the 
bookkeeping rules. If you would just as soon refer to the pages in 
the House Foreign Affairs Committee re port you can save some money 
on the record. It is all set forth there. The Comptroller General's 
decision of April 7, 1953, is on pages 1199 and 1200 and the Depart- 
ment of Defense directive is on pages 1201 to 1203 of the hearings of 
the House Committee on Foreign Affairs on the Mutual Security Act 
extension, April 7, 1953. 

Mr. Chairman, I would like to go on at this point to expenditures. 
I can get that finished in the 20 minutes which we have left of the 
hour. 

Mr. Taner. You can use the hour just as you please. I will not sa 
a word to interfere with you. You go ahead. I only hope when you 
get through that there will be something tangible about it. 


Mr. Hanapy. Yes, sit 
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Stratus oF ExprenbITrures 


Now, page 23 of this pamphlet which we have given you, sir, is in 
tended to set forth the whole expenditures picture on one page for 
your information. We would like to put this whole pamphlet in the 
record at your discretion. 

We start out earmarked for defense $15.491.400.000. 

Mr. Forp. Where is that shown ? 

Mr. Harapy. At the very bottom, the bottom line on page 23, “ear 
marked for defense.” 

Mr. Taser. In the first column. 

Mr. Harany. Yes, sir; on the bottom line in the first column. 

Of that total you can see that we have taken out savings of $151.3 
million, and as we go up the column you see all of the items as they 
are set up in the program and the bulk of them, of course, are the 
programs of the Army, the Navy, and the Air Force. 

We have given in the second column the actual expenditures as of 
May 31, 1953, and the third column gives you the estimated expendi 
tures during the month of June 1953. 

We do not know exactly what those expenditures are, so this $410.4 
million is an estimate. 

I must say, at the outset, that the daily Treasury statement shows 
almost $100 million less than that. However, it takes checks paid out 
as of June 30, and the total expenditures will probably be larger due 
to the fact that there are checks coming in, but I do not think it is 
going to reach the estimate of $410 million. 

Now, there would be cumulative expenditures, as you see in the 
fourth column of $6.8 billion as of June 30, and that would leave an 
estimated unexpended balance as of June 30 of $8.5 billion of the funds 
actually allocated to Defense. 

If you subtract out the savings from the 1954 request of approxi- 
mately $4 billion you get $3.6 billion new money in this category. If 
you add that together with the unexpended balance you would have 
available in the program unexpended, if you author ized the « carryover 
and the new money as requested, approximately $12 billion. 

Now, we have asked the services for their best hardheaded estimates 
of expenditures during the fiscal year 1954, and they have come up, 
together with us, with a total of $5.255 million expenditures for 
MDAP account. 

It is obvious that when you divide $5.2 billion and $12 billion that 
there will be more left over at the end of the fiscal year 1954 than was 
spent during the fiscal year 1954, and it is to get at the reasons for such 
2 substantial amount of lead time financing that the subsequent pages 
are presented, and it is perfectly obvious to us that this committee is 
most interested in why, if we are going to spend $5.2 ao and we 
have $8.5 billion we need an additional approximately $314 billion. 

Just a brief introductory statement, and then we vn go right into 
the details. 

I would like to take the Navy first this time. 

Now, the introductory statement is something you are all too 
familiar with, but I cannot help but ask you to just go back to a 
generality for a moment. 


685 


This program, according to the preamble, is not a military procure- 
ment and supply program. It is more than that. It is designed for 
all of these general purposes. Now, the money is appropri: ated to the 
President. Either w ay it is substantially delegated by the President 
to the Director for Mutual Security, and he allocates the funds to us. 
He has allocated $1514 billion substantially in the last 4 years to us. 

Now, these are the sole defense responsibilities. Under the overall 
direction and supervision of the Director for Mutual Security the 
Secretary of Defense does all of these things which are set forth in 
section 506 of the act. 

When we get the money allocated to us it is then suballocated to the 
2 services, and these officers who have been over here today, and their 
superiors in the 3 military departments are in a position to place 
contracts either in the United States or abroad or approve requisitions, 
and get the supply action going. As we have had pointed out re- 
pe satedly there is a long chain from authorization, appropriation, allo 
cation and suballocation and then obligations and expenditures, The 
expenditures are not recorded until, in general, shipment is made. 

Now, the whole reprograming goes on throughout the years. 

General Stewart and I have tried to give you our best illustration 
of what this fiscal year 1954 program would be. 

We tried to point out that if these are the first four years, this stack 

f blocks worth of requirements out of the total deficiencies in this 
ae box, and these are additional there is nothing in here for these 
new deficiencies we want to provide, and throughout the year these 
requirements are programed and reprogramed in accordance with 
timing requirements, and so forth. 

The third point that I should like to make is that there is a consid 
erable amount of administrative lead time involved in this program. 
The administration is attempting to reduce that lead time. 

lor example, we are trying, to the best of our ability, to get all of 
these deobligated funds reobligated within the first 6 months of the 
fiscal year 1954. 

With respect to the new funds we are doing our best to anticipate 
the hard core of the new requirements and get procurement directives 
out so that they could be signed as soon as Congress has acted on the 
appropr lations. 

Now, as you know, in this total of $8.5 billion unexpended, we have 
just explained that $2 billion of it is not even obligated, so there could 
not possibly have been any expenditures of that amount. Neverthe 
less, it remains available for expenditure. 

Now, if we can at this point ask the Navy Department to make 
their presentation, and if we may ask you to turn to page 25, we will 
get at what the unexpended balances mean. 

In general, the $8.5 billion, and the $2 billion which is unobligated 
breaks down about as follows: 

There is approximately $2,050 million for offshore procurement, and 
I think we have explained to you that there is an extraordinarily long 
lead time involved there extending all of the way up into June 1957 
because we are not only getting end items produced, but we are getting 
a mobilization base built up over there, and they require additional 
dollar income over the years. 

If you subtract $2 billion from $8.5 billion you have $6.5 billion. 
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There is about $300 million worth of what we call fixed account 
payable. 

There are some accessorial and training charges, and some infra 
structure payments in the mill, and then some administrative cost 
that did not cover the salaries paid during the last 2 weeks of the fisca 
year. 

That leaves about $6.3 billion for procurement in the United State: 
and it is with respect to the program in the United States that I thin 
you will have the most questions, because as we go through this list 
you will see that we have working capital that extends into the futur 

Now, if the Navy would go through that chart on page 25, I thin! 
we can get at their part of this very quickly. 


NAVY EXPENDITURES 


Commander Newsome. Out of the total of appropriated dollar 
so far allocated to the Navy—$1,815,000,000—we have estimated om 
cumulative expenditures as of June 30 at $796.6 million, and we ca: 
now say that is not an estimate; that is a fact. We have, during thi 
month of June, issued checks in payment to the tune of $101 million. 
which makes this $98.4 million in column 3, the total, a fact rathe: 
than an estimate. 

Mr. Hatapy. Now, you have estimated your June expenditures 
the third column ? 

Commander Newsome. Yes. That leaves in our unexpended 
balance, as of June 30, $1,019,000,000. 

Mr. Tarer. It would be —1,016,000,000 on that basis. 

Commander Newsome. Yes, sir. 

Mr. Taner. All right; go ahead. 

Commander Newsome. That leaves us $1,016,000,000 to expend in 
this year and next year. 

Out of that, sir, $286.4 million, as pointed out before, is the tota 
unobligated carryover. If you take that from the $1,016,000,000, you 
get $730.6 million; which is obligated but unexpended. Those are 
moneys tied up in contracts. 

If you will note the top line, “Vessels,” and the third line, “Aireraft 
and aeronautical equipment,” on this page, you will note that most of 
our funds are tied up in ship and aircraft construction. 

Those are long lead-time items, and ships are especially long. They 
are just now beginning to be delivered. Therefore, in the past, our 
showing as to expenditures has been, relatively speaking, poor in 
comparison with our expectations during the next year and ‘the fiscal 
year 1955. We are, as I said, getting deliveries of ships, plus getting 
deliveries of aircraft, and the expenditures will follow this very 
closely, so that we anticipate spending $720 million during the fiscal 
vear 1954 out of the c arryover of $1,016,000,000. 

Mr. Taser. You mean you expect to spend $1,016,000,000 in 1954? 

Commander Newsome. No, sir; that is what we have available as 
of July 1 for expenditure. Out of that we expect to expend $720.1 
million. 

That is not taking into consideration this one column for admin- 
istrative funds, over which the Navy itself has no control, and which 


is not available at this time. 
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That leaves the remainder to be carried over to be expended in the 
fiscal year 1955, and there again it is tied up in ships and aircraft 
inder contract, and it is comparable to the ordinary ship and aircraft 
procurement now being done by the Navy for the Navy. 


LEAD TIME 


Mr. Hatany. Can you give us a couple of examples of what your 
lead time in financing looks like, and what the additional funds would 
do to the lead-time financing if they are provided ? 

Commander Newsome. In the Navy let me take the field of elec- 
tronics as an example. The average lead time for an electronics item 
in the Navy under new procurement is 18 to 20 months. 

That is one of the only items that the Navy utilizes; that is, you 
may say, a production- line item where we actually have to finance 
some lead time in order to get our order in on the production line. 
In each case—and this applies not only to the electronics items but 
to every item in our program—the items that we send over in our 
illustrative program are compared with actual production schedules 

hich are laid out by the technical bureaus of the Navy, the Bureau of 
Ships, the Bureau of Aeronautics, and the Bureau of Ordnance. 
[hese programs are screened against production schedules to see 
whether that radar set programed in 1954 can be contracted for in 
1954 and the lead time of 18 months financed, or can the set be pro 
eramed im 1955 and those funds deferred—in other words, deducted 
from our request that we are making of you—and still attain delivery 
of that item at the same date. 

Those items which were found to fall in that category were de 


ducted from the Navy’s 1954 program. There were some few items 
that came into that c ategory, aii l those were immediately deducted. 
Phose will be funded at a later date. 

Therefore, I would like to make the statement that every item In 
our program has been screened against a production schedule and 


i day’ S unnecessary lead time: that if we 


that we are not financin 
ask you for funds for 
contract 1s signed, if we are not funded this year for this particular 
radar, that radar will not be delivered until 1 more year after the 
18 months’ lead time. 

Mr. Harasy. Could we move to the Army next? eae Mr. 
Chairman, if you had some questions on specific items in the Navy 
request, you might ask them at this time. 

Mr. ‘TABER, 1 will let you finish up before I say anything. 

Mr. Harasy. All right, sir. Colonel Corbett. 


‘ 
a 


—_ to be delivered 18 monts after the 


ARMY EXPENDITURES 


Colonel Corser. I will refer you to page 24 of this document, 
which is the Army breakout of funds available, and to be expended. 

You will note that the Army has earmarked for the Army a total 
of $8,388.6 million. We have expended through May 31, $3,765.4 
million. 

Our estimated June expenditures are $179.1 million. 
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The estimated cumulative expenditures as of June 30 are $3,994.5 
million. The estimated unexpended balance as of June 30, is $4,444.1 
million. 

‘The savings that have been reported to the committee have been sub- 
tracted from the 1954 program, and the total amount of moneys that 
will be available in the various categories is shown in the column 
“Unexpended balance June 30, 1954,” plus the program which is being 
requested at this time, less deductions for savings. 

The amounts of money to be expended during the fiscal year 1954 
are the amounts shown in the column on the right-hand side of the 
page. The total amount of moneys that are being asked for in 1954 
are $1.6 billion, a round figure for the Department of the Army. 

Mr. Taner. Where does that appear ? 

Colonel Corserr. That appears in this column, 1954 program, less 
savings. You come down to total materiel, and then you have acces 


sorial charges which come to $104.7 million, plus the total materiel, 
1.567.300.0000. 


Mr. Taper. All right. 

Colonel Corserr. Of that amount of money it is estimated that $750 
million, approximately, will be in offshore procurement, $300 million 
will come from stocks, and a little less than $600 million will be from 
the ZI—that is, continental United States—procurement. 

The $300 million that is to come from stocks will be the bulk of 
the items shipped during the current year. 

The amount of money we are talking about to finance lead time for 
the Department of the Army is $600 million which we will have, or we 
must have to place contracts against. 

I have gone through each one of the items we are going to place 
contract against, and I have taken from the latest Army publications 
the form we call 436, which is the latest procurement plan. I have 
done that by individual items, and it comes to a pretty long piece of 
work, 

In order to give you some idea of what we are actually doing I have 
consolidated these different items, and I have here a chart which | 
can pass out to the members of the committee, and may be it can go 
into the record. It is not classified in its present form. 

The need for money is demonstrated. We need money in order to 
continue production for the items listed in the last 2 pages of the 
enclosure in order to continue delivery at the current rate that we are 
moving at the present time, according to the latest production sched 
les which the Department of the Army has produced. 

The right-hand edge of these blocks shows the date at which deliver Vv 
will commence. It does not show the date on which the money will 
be expended. 

The black part of the chart is the lead time that we are asking this 
money to finance. 

This analysis shows that we are asking for no items in the current 
1954 program that can be deferred past the current fiscal year. 

Mr. Hartany. Will you please explain a little more in connection 
with that statement what will he appen if there are no new Army funds 
appropriated ? 

Colonel Corserr. MDAP funds? 

Mr. Hanany. Yes. 
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Colonel Corsert. If there are no funds appropriated to meet the 
requirements of the program as presently contemplated you will have 
. slippage in any one of these categories for which we do not receive 
funds. In other words, you will immediately commence a gap between 
the present rate of de liveries and when they can commence again. 


AIR PORCE EXPENDITURES 


Mr. Havany. Colonel Boylan, of the Air Force, will cover the Air 
Force expenditures picture. 

Colonel BoyLan. Mr. Taber, our chart is on page 26. 

Very briefly, in just a few words of explanation, our total program 
s $4.802.500.000. 

The cumulative expenditures as of June 30, 1953, are estimated at 
$1.819,600 000. 

Our estimated unexpended balance as of June 30 is $2,982,900,000. 

In the next column our 1954 program, less savings is $991 million. 

The unexpended cae as of June 30, plus our 1954 program is 
43.869. 100,000. 

We are estimating expenditures for the fiscal year 1954 of $1,408 
million. 

I would like to call attention to our aircraft and aeronautical equip- 
ment category, which is the top line, and to the fact that it constitutes 
some 60 percent of every year’s program. 

In the total Air program offshore procurement aircraft total ap- 
proximately $390 million, the balance being made up of procurement 
from the United States. Iam speaking only now of our 1950 through 
1953 programs. The United States produced aircraft will be de 
livered, and expenditures completed by October of 1955 or the first 
quarter of the fiscal year 1956. 

I will not attempt to go into the aircraft lead time. I am sure that 
you have heard quite a bit of testimony on that subject. 

The offshore purchased aircraft will be delivered into the following 
year, based on present production schedules. 

In the proposed 1954 program we have offshore procurement air- 
craft in the amount of $206,500,000. 

During fiscal year 1954 we propose to buy aircraft in the United 
States of a type similar to those being pure chased in the 1950 through 
1953 programs, in the amount of approximately $214 million. 

The balance, or, approximately $300 million, are for entirely dif 
ferent new types from United States production. 

In other words, we are not buying this $3800 million on a reordet 
lead time for MDAP, it will be initial order lead time. 

In addition, in our other budget categories, particularly in the case 
of electronics and ammunition, the fiscal year 1954 program is a 
program of initial orders. In our ammunition we are buying only 
assist take-off units and fire bombs as remaining requirements to reach 
the 90-day level of combat ammo for United States supplied equip 
ment in NATO. 

In the case of Indochina we will provide war-consumption ammu 
nition. 

In our electronics program we are providing in the fiscal yea 
1954 program only some $19 million recorder electronics. 
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Those are specifically, ultra-high-frequency aircraft communica 
tion equipment and the completion of our identification and recognition 
equipment, the IF F equipment. 

The balance of that project, the whole project being $103 millior 
is related to tactical air-navigation equipment for NATO. 

The point I am trying to stress here is that with the exception of thi 
$214 million for the F-84—-F aircraft and the RF-84 aircraft, and 
minor amounts of ammunition for certain countries, most of our fisc 
year 1954 program is an initial order program. 


That is all. 
MAJORITY OF DEFENSE PROGRAM FOR HARDWARE 


Mr. Haxasy. Just to sum up, Mr. Chairman, this program is no 
like our regular defense program, because all of the items in it, except 
a small amount for training and a relatively small amount for infra 
structure, are for hardware. 

In other words, there is no pay and allowance, maintenance and 0] 
erations, and similar kinds of fast-moving items like there are in ou 
own program. So, about 95 percent of this program is for hardwar 
In other words, we do not give them the kind of stuff that you ca) 
buy off the shelf practically, small arms and ammunition, and t! 
like. All of it is long lead-time stuff, and it is just a question of hoy 
long. It varies from some stuff you can get in 3 months all the way 1 
to the sea-going minesweepers and the high performance jet fighter 
which with the 1954 money we would not oe delivery on until May 
and June of 1957. 

So. because almost all of it is hardware we have to apply a differer 
standard of lead-time financing to the whole thing, because er 
procurement is a substantial portion of it. That is not in order 
just get the items, but also to maintain production bases over a 
from which thev can buy their own stuff, and thereby reduce thi 
amount of contributions that we will have to make. 

There is a long lead time involved here, and there is no blinking at 
that fact. We calculate that somewhere around 18 months is the 
average aggregate lead-time for the 1950 through 1953 program 
Just how much the fiscal year 1954 program will be will vary, but it is 
somewhere between 5 and 9 months, depending on the items involved. 


DELAYS IN DELIVERIES 


Now, the second point that must be emphasized, it seems to me, is 
that than have been a lot of reasons for the delays in deliveries, and, 
therefore, the slow rate of expenditures. 

Within this past year, for example, we expended approximately 
$3,700 million, and next year if we reach the program of $5,250 million, 
that will mean that a monthly rate of expenditure of something over 
£409 million will occur. 

Now, Korea has been one of the major problems in that, and an 
awful lot of the equipment that was forecast to be delivered to this 
program has actually wound up on the fighting front in Korea. 

To give you an example the first procurement was appropriated 
for the fiscal year 1950. We got some tanks out of stock and had them 
in the rehabilitation process when Korea hit. But for those tanks, 
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| have heard an able and reputable general say that we might have 
en pushed out of the Pusan perimeter. But, those items did not come 
to this program. They have come in subsequent years very slowly 
ind, therefore, the delivery rates and the expenditure rates have been 
uch less than expected, but it now appears with the situation in 
Korea at least cooled off, that the services can reach these estimated 
xpenditures for the fiscal year 1954. 

I have already referred to the long administrative lead time which is 
nvolved in this program, which we hope to reduce. 

Finally, you will have to evaluate this, of course, with your very 
eep experience in this matter. The production lead time 1s in these 
tems particularly, electronics and aircraft, and naval vessels is a 
ery long one. 

Mr. Chairman, that completes the picture that we have tried to put 
ogether to give you today. 


QUESTION OF SUPPLYING PROPER INFORMATION TO THE COMMITTEE 


[ am sure that we have not answered all of your questions, but we 
vill now try to answer them. 

Mr. Taner. You have not answered any of them. Now, the picture 

; just this, if we want to go ahead on what you have presented here, it 
imply means we will know nothing about what you are going to do, 
except dollarwise. We know nothing about whether it meets any 
rogram or anything else and, frankly, it looks like you didn’t want to 
do it. 

Now I have tried just as hard as I could to be perfectly fair with you 
ind to give you every opportunity, but there has been no approach to 
t which would give us the picture as it is or as it should be. It 
tells how much money you are going to spend, and you have indicated 
that in the Air Force there is an average of from 21% to almost 3 
years lead time; in the Navy there is a long lead time and in most 
places it is about 21% years; in the Army it is an average of about 214 
ind probably an average of 21% years, but as to what the materiel would 
be or whether it fits into any program or anything of that character, 
there is nothing here but a conclusion, and frankly, it looks like you 
did not intend to give it to us and were not able to do it. If we 
vant to take it on faith, that is all right. 


DEVELOPMENT OF MILITARY ASSISTANCE 


Mr. Strassen. Mr. Chairman, I wonder if I might comment briefly 
on this situation, and on the approach to the program which I took 
when President Eisenhower placed this responsibility on me on the 
ist of February. 

First of all, it was to trim the maximum that we could from the 
budget of $7.6 billion; to trim back the amount of buildup of the 
divisions in Europe, but not to have it actually slip back to a point 
where it would be serious to the security of the United States. 

In trimming that program back, it was done on the basis that the 
quantities to be shipped, which are in these tables, and which are pre- 
sented to you in detail on the 1950 to 1953 program, would be shipped. 
In other words, we had that program to build on for the future, and 
we have been trying to report to you here the details country by 
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country; and in these sheets is shown what was to be shipped in th 
1950 to 1953 program and what we were proposing to ship in the 1954 
program. 

You have seen in these tables of divisions that the rate of climb o 
these divisions is less than had been originally anticipated. Wi 
leveled otf the rate of increase ot divisions, in order to try to save 


some of these billions of dollars which we must save. We also went 
into it from the standpoint of savings, and said we would endeav 

to develop at least $400 million worth of savings out of the 19: 

program. 

We have trimmed out more than $400 million; and with that out, j 
Is my understs anding thi at everythng that is in here that is shown to b 
ship ype d will be shij ppe <d, but in order for that to be done. we need th: 
carryover funds, less the savings which we re ported. 

The p roposed 1954 program, item by item, is this trimmed dow: 
program which has been directly developed from the requirement 
screening by the regular overseas services and the Department of 
Defense here. We have endeavored to follow through closely with the 
three armed services in their programing and their procurement, and 
we have endeavored to assemble every kind ot fact which we could 
possibly have to present to the committee. Then, we have these tables— 
I do not know whether they have been passed around—which shows 
the balance of the picture ~ the carryover, and showing this Spain 
item and things like that. I do not think the »y need any discussion 
because they are all outlined, and they tie into our total carryover. 
We have attempted to take the deobligated money which we show in 
these tables from the service reports as to what was deobligated in 
oe and guns, and so forth, and to relate that deobligation to Belgium 

‘to Italy or even to Europe or the Near East. But it is really mean 
saaleaas because when the *y were obligated from stocks, they were not 
obligated for delivery to a certain place. They were simply obli 
gated as 100 tanks, and then when the 100 tanks were ready for de 
livery you would dec i that 10 would go to France or 9 to go to 
Turkey, and so forth. So, the deobligating process cannot be directly 
connected with a rican program in any way I know from the Arm) 
books. We worked late Saturday night in the Pentagon, and these 
men have worked over the weekend; to try to accumulate all the 
information they possibly could. 

It is my judgment from working with them and working these 
long hours, that there is no attempt to keep from this committee in- 
formation that can be marshaled from the books. This is a tremen 
dous operation and the whole thing goes back to the tremendous 
diversion of these goods to Korea. If it had not been that the tanks 
and the guns and the ammunition that was programed for these funds 
had been dive rted to Kore: a, they would have been already on their 
way to the other places where they are needed, and where General 
Gruenther and others have urgently needed this equipment. That 
is why we have a large quantity to be ship ped. 

As General Gruenther said this morning, if we are to follow through 
in what is the beginning of success in strength for the United States 
and its associates, then I think it is tremendously important that we 
follow threugh in this crucial year of the program. 
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| think it not only has a bearing on the defense structure but also 

the whole economic structure, because if you set in motion a tight- 

ng up and pulling back in these other countries, in my judgment 

‘aun set up a chain re action such as that after the London Economic 

( cans rence failed in 1932, and you went down and down, and country 

fter country tightened up under these various adverse economic 
onditions. 

| feel very strongly about follow Ing through on the defense buildup 
ta more moderate pace than was anticipated and carefully trimming 

ck as we are doing: but unless you follow through from an economk 

indpoint, you can set up serious adverse conditions. But, if you do 
ollow through, then there are many indications that we are at the 
olnt ot vetting some of the clin idends that have come about through 
se huge appropriations. 

| know the se oilice rs will work agvain tonight if there IS any infor 

ation we can assemble, but we worked over this weekend and I do 
see from Vi hat | saw of the books how the deobligations Can be 
lated to countries or areas. 

The deobligations are of items in millions of dollars worth of tanks: 
omany millions of dollars worth of guns and ammunitions, and that 
s the det: ail that they have brought to you. However, I know of 1 
way that that information can be tied in with this other area. I do 
not believe any of these men are pears to hold back from the com- 
mittee one bit of information which they can give the committee. 

Mr. Taner. I first started service on the Navy appropriations com- 
mittee in December 1923 and I have been working on military bills of 
one kind or another a good deal of the time with respect to all of the 
services ever since and never before have I been asked to appropriate 
funds on a basis other than the quantities of a particular variety of 
materiel, 

I admit that I did not serve on the foreign aid bill in 1951 or 1952 
and only partof the 1953 bill, and it might be that way. I have al- 
ways been able to grasp the thing so I could tell what I was doing. 
Now this time with reference to the material which you have in here 
I cannot. Now it may be that nothing else can be done; it may be 
that there is an economic situation that requires us to go in blindly, 
but frankly I had not envisioned that situation and frankly I do not 
like it and I cannot bring myself to be happy about it. That is my 
position, 

Mr. Srassen. On that point, Mr. Chairman, I would like to make 
a further comment. 

Mr. Taser. I do not like that way of doing business. 

Mr. Strassen. On what we are asking for the 1954 program, there 
is not any detail that cannot be given to you. The Colonel has it here 
and he will be glad to furnish it to the committee. 

Mr. Taner. I tried to get it and the minute I tried to get it they 
bucked and so I have given up trying to get it. There is no sense in 
asking questions if you cannot get an answer. 

Mr. Srassen. On the 1954 program let the Colonel say what he 
has in this program. 

Colonel Corserr. I have the proposed 1954 program in this book 
broken down by title and by country. It shows the item—each item 
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that we are going to supply on the program by country, and further 
it shows where I expect to get that item from, and it shows the tota! 
amount of the item. 

Mr. Srassen. Hand that book to the chairman. This is a complet: 
detailed book. 

Colonel Corserr. It shows the unit cost and whether I was going 
to get it from the Zone of the Interior procurement or Zone of In- 
terior stock or offshore procurement. We have those for each coun 
try that is included in the 1954 submission. 

Here we have the Navy program and the Air Force program. 

Mr. Taper. Well, I expect I could take these and IT conld work 
them out over the next weekend, but we never can get the bill throug! 
the way we are expected to do it. 

Mr. Strassen. This is in minute detail of just the way the Army, 
Navy, and the Air Force works on it. 

Colonel Corsetrr. Mr. Taber, we worked at some length having 
these put together and tied so you people could work them out. 

Mr. Taner. I have not seen them before, but I suppose I can start. 

If I had had them Saturday I would have worked on them all day 
Sunday, and I did work all day Sunday and Sunday evening. 

Mr. Srassen. Those books are summarized in these pages by the 
various groups of tanks and aircraft and so forth in the overall book, 
Mr. Chairman, and then the complete detail from which the services 
work are in these service-by-service booklets, and that is the way the 
whole requirements were built up and that is the way—from that kind 
of work sheet—that we trimmed back down to take out as much as we 
could. We went from the $7.6 billion buildup down to the $5.8 and 
then we felt we should trim out the $480 million savings and then go 
before the committees on that reduced program. 

We went over to NATO in April, leading up to that April meeting, 
and that is when we trimmed down that rate of climb that they orig 
inally had. 

General Gruenther, this morning, talked about figures which are 
somewhat higher, but we did level that off. We did not feel that this 
country could go at the magnitude of $7.6 billion and we trimmed 
back Gown; on the one hand leve ling off, but on the other hand keep- 
ing enough momentum of building strength so that we would not 
either discourage our friends or give any comfort to the Communist 
enemy in the world situation in these next 2 years. That is the way 
this program has been put together. 

Mr. Taner. Frankly, I think this leaves us where we cannot get 
this bill out on the floor before the last of next week. I do not see 
how I could go out and sustain a position on it. It may be that I 
‘ould go through this material and get it, but I have got a bill on the 
floor that I have got to spend tomorrow on. It would take at least all 
day Thursday for me to go through these three books and document 
them, so that I could tell anything about it, because it is very evident 
that the thing has got to be gone through and thrown together. That 
is the only way I could do ‘anything so that I could take a position 
on the floor on it and support it, and that would be for me to go 
through this material and document it. Maybe that is what I have 
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got to do. It certainly means that we cannot get the bill reported 
out this week. 

Mr. Srassen. I think each of the three military services would state 
to you that the detailed books tie in with the summary, country by 
country, and these books have been before the whole committee. I 
do not know the detail you wish to go into in the hearings, but these 
books were delivered at the opening of the hearings as a backup. 

Mr. Taper. I asked 3 or 4 questions to start with and I got no 
answer, but I am going to try 3 or 4 questions and see if I can get an 
answer, because I am going to have the answer before I go out and 
take a position on this bill. 

Mr. Strassen. I would like to suggest that the services answer the 
questions, because this, after all, is a detailed military matter of the 
Army, Navy, and Air Force, and I would like to have the respective 
officers who represent the services here give the answer to the chair- 
man, and if not, why that kind of an answer cannot be given. 


Ivems Drosiigatrep 


Mr. Taser. Well, let us turn to chapter 2, page 3, and I want you 
to go into the column, “Quantities to be shipped.” I want you to 
pick out of that block all articles which were deobligated—the quan- 
tities and the price of them—and that will apply to all three serv ices, 
and I want to know what, if any, quantities of those articles are pro- 
posed to be obligated, if you have this authority. 

Mr. Srassen. If you will turn to page II-37, you will see that it 
covers the Near East and Africa; IT-58 is the Asian and Pacific area 
and IT-82 is Latin America, 


ARMY ITEMS 


So, if you take the first item of light tanks—the quantity to be 
shipped—you have in Europe [deleted]; in the Near East and Africa 
you have [deleted] ; in Asia and the Pacific, you have [deleted]; and 
on Latin America, you have [ deleted ]. 

Now, on a worldwide basis, though, Colonel, can you tell us how 
many light tanks were in this delayed stock procurement, and conse- 
quently the deogligations which you had on those items? 

Colonel Corserr. Yes sir; I can answer that one right here, sir; it 
is zero. 

Mr. Srassen. I now take the next item which is medium tanks. 

Mr. Taser. You mean there were no light tanks cut out? 

Colonel Corserr. That is right, sir. 

Mr. Srassen. Now, next is medium tanks. You have 1,886 in Eu- 
rope; you have 1 in the Near East and Africa; you have none in Asia 
and the Pacific and none in Latin America. 

Now, of those 1,886 medium tanks that were to be shipped, how 
many were in the deobligated funds? 

Colonel Corserr. 318. 

Mr. Srassen. 318 were aa 

Colonel Corserr. That is right, 
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Mr. Taser. Do you have any idea as to the amount of dollars i) 
volved in that figure ? 

Colonel Cornerr. Yes, sir: the amount of those tanks—the cost w 
thirty-two million three-hundred and fifty-nine thousand-and-sony 
odd dollars. 

Mr. Taper. Let us go through and get this information as to ea 
item. 

Mr. Srassen. With regard to other combat vehicles, there wer 
[deleted] to be shipped to Europe, there is [deleted] in the Near Eas 
and Africa; there is |deleted] in Asia and the Pacific: and [deleted 
in Latin America. Colonel, out of those four sectional items, cai 
you give us the amounts that were involved in the deogligations? 

Colonel Cornetr. I had a total of 2.687 combat vehicles and thi 
amount of money involved was $126,900,000. 

Mr. Strassen. The next item is 14-ton trucks. There were 9,97s 
in the European group: 367 in the Near East and Africa; there were 
1,038 in Asia and the Pacific; and there were 392 to be shipped to 
Latin America. Do you have those separated by 14-ton trucks 

Colonel Corsetr. Yes, sir. L have 8,000 1 y-ton trucks deobligated 

Mr. Taper. 8.000? 

Colonel Corserr. Yes, sir, and the dollar value was $17,296,000. 

Mr. Strassen. The next item is the 34-ton weapons carrier and the 
quantity waiting to be shipped, and that is required to be shipped in 
the 1950 to 1953 program, is 1,683 in Europe; 879 in the Near East and 
Africa; 1,483 in Asia and the Pacific; and 141 in Latin America. 

Now, of those how many were deobligated ? 

Colonel Corserr. I had 4,000 deobligated and the value was $12 
million. 

Mr. Taper. 4,000? 

Colonel Cornett. Yes, sir. 

Mr. Mourreny. The total which was to be shipped is 4,186. 

Colonel Corserr. If you add the 4 of them up you get that figure 
of 4,100. 

Mr. Strassen. This is one of the items that was used in Korea. 

(Discussion off the record.) 

Mr. Taner. That is practically all of them? 

Mr. Stassen. That is right. 

Mr. Taser. How much was there? 

Colonel Corserr. The dollar value was $12,852,000. 

Mr. Taser. All right, go ahead. 

Mr. Strassen. The next item is the 214-ton cargo truck. 6,313 were 
to be shipped to Europe; 2.159 to the Near East and Africa; 1,862 to 
Asia and the Pacific: and 343 to Latin America. 

Coionel Cornett. I have 8,000 214-ton cargo trucks which were de- 
obligated. 

Mr. Taner. What was the total value of the number deobligated ? 


Colonel Corserr. The total value was $35,238,000. 

Mr. Strassen. The item “Other trucks” involved 4,127 to be shipped 
to Europe; 806 to the Near East and Africa; 1,266 to Asia and the 
Pacific ; and 52 to Latin America. 

Colonel Corserr. I had of “Other trucks” 4,209 items deobligated, 
and it appears that I will have to have an accountant on this one to 
total up the figures. 





697 


Mr. Strassen. Give us a rough estimate and furnish for the record 
he exact amount. 

Colonel Cornerr. I could furnish it for the record, but I believe I 

ave the total here and that value is about $52 million. 

Mr. Strassen. The next item is trailers and 24,500 were to be shipped 
to Europe; 1,315 to the Near East and Africa; 110 to Asia and the 
acific; and 600 to Latin America. 

Colonel Corserr. I had a total of 22,915 trailers deobligated. 

Mr. Taper. 22,915 ? 

Colonel Corserr. Yes, sir: the total value is $18,082.250. 

Mr. Strassen. The next item is small arms and machineguns, and 
there were 220,000 to be shipped to Europe; 9,496 to the Near East and 
Africa; 51,579 to Asia and the Pacific; and 1.891 to Latin America. 
Do you have a deobligation in those? 

Colonel Corserr. Yes, sir. I deobligated 125,750 items of small 
arms, whose dollar value was $14,585,440. 


LEAD TIME ON M-1 RIFLE 


Mr. Forp. Mr. Chairman, may I ask a question right there? Re- 
ferring to the lead-time analysis which Colonel Corbett presented, 
it shows the 3 months’ lead time for the rifle, United States caliber .30, 
M-1 series, 1,050,000, and later it shows for lead time 15 months on the 
rifle, United States caliber .30, M—1 series. 

Colonel Corserr. Yes, sir. If you will notice the note at the bot- 
tom of the page, you will see that on the 3-month lead-time items they 
are the ones from stock, sir. 

In other words, we do have some of these that are going to be fur- 
nished from stock. The rest will come from procurement. That is 
where the difference is. That is noted on the very front sheet. Three 
of those items are all stock items. There is no production on those. 

Mr. Forp. The Army hearings indicated that, on the United States 
rifle M—1 series, the lead time was 8 months. So, the 3 months you 
are taking directly from stocks ? 

Colonel Cornett. Yes, sir. 

Mr. Forp. And what is the explanation of the 15 months’ lead time? 

Colonel Corserr, The 15 months’ lead time was taken from the 
latest 486’s, which does not include 3 months’ administrative lead 
time. I will check that again for you and will be glad to let you 
know, but I went over these things personally very carefully. I did 
not go into each individual item and say “Why on this 9 months and 
on this other one 7 months,” but I did get it from official records that 
were made up as a result of programs in the Department of the 
Army. 

Mr. Forp. I think it might be helpful if we get an explanation. 
Probably there is a good one. I think it ought to be on the record, 
hecause the Army testified in this case it was an 8-month lead-time 
item. 

Mr, Strassen. Artillery: 5,112 to be shipped to Europe; 612 to be 
shipped to the Near East and Africa; 1,900 to Asia and the Pacitie: 
and 195 to Latin America. 

Do you have the deobligation on artillery ? 

Colonel Cornerr. Yes, sir; I do. 1,000 pieces of artillery de- 


obligated; dollar value, $65,428. 808, 
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Mr. Srassen. How much heavy artillery ¢ 

Colonel Cornerr. A great de: al was 90-milimeter antiaircraft gun: 
in that amount. 

Mr. Srassen. That is rather expensive ? 

Colonel Corserr. Yes, sir. 

Mr. Taser. That is a whole lot bigger price than you have in here 
on the new procureme nt item. 

Mr. Srassen. The new procurement, I think, was more howitz 
rather than antiaircraft, and cheaper. 

Mr. Taser. What about ammunition. 

Mr. Srassen. Ammunition, small arms, and machineguns: 54 
million rounds to Europe, 26 million rounds to the Near East and 
Africa, 219 million rounds to Asia and the Pacific, and 8 millio 
rounds to Latin America. Do you have the deobligation on that? 

Colonel Corserr. Yes, sir; approximately 93 million rounds 
obligated at a cost of $14,431,828. 

Mr. Strassen. Artillery ammunition: 36 million rounds for Europ 
4,144,000 rounds for the Near East and Africa, 5,359,000 rounds f: 
Asia and the Pacific, and 364,000 rounds for Latin Americé 

Do you have the deobligation on artillery ammunition ? 

Colonel Corserr. Yes, sir; we have a deobligation of 4,070.0 
rounds of ammunition. 

Mr. Srassen. At a cost of-— 

Colonel Corserr. $55,750,715. 

Mr. Forp. If I may interrupt right there, under your analysis, 
Colonel, under the sixth item heading is the rifle, 57-milimeter 1 
coilless. Our hearings, from a quick check, seem to indicate that is 
an Army service-test item and not one fully approved by the fie! 
forces. 

Colonel Corserr. The 57-millimeter ? 

Mr. Forpv. That is what the staff tells me on a quick check. 

Colonel Corserr. There may be one type of that that is a test item 
We have test items in almost every type of item that is being used, 
but on this one here we had the 57-millimeter rifle at the end of 
World War II. 

Mr. Forp. This is one that is in production ? 

Colonel Corserr. Yes, sir; it has been produced. 

Mr. Forp. This is not a field-test item ? 

Colonel Cornerr. No, sir. This is completed. 

(Discussion off the record.) 

Mr. Strassen. This accounts for all of the major items that we show 
in the progr am. The dollar value awaiting to be shipped to Europe 
is $3,586.800,000; to the Near East and Africa, $323 million; to Asia 
and the Pacific, $417.1 million; and to Latin America, $30.1 million. 

Are there other items that were deobligated or that are not identified 
in this list of major items? 

Colonel Corsetr. Yes, sir. 

Mr. Srassen. What are they ? 

Colonel Corserr. I have those broken down under “Bombs, rockets, 
and miscellaneous ammunition.” 

Mr. Srassen. To what do they amount, about? 

Colonel Corserr. They amounted to $11 million. 

Mr. Strassen. Have you anything else that was deobligated ? 
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(‘olonel Corsetr. No, sir. 

Mr. Srassen. Everything else but bombs and rockets of the value 

$11 million on a worldwide basis you have accounted for in this 

tailed justification ? 

Colonel Corserr. Yes, sir. Then I would like to point out further 

at at the bottom of page 2 of this submission we do give the deobliga- 

ms in dollar amounts by title. 

Mr. STASSEN. That really is page 11, “Deobligation by title,” and 
that would give you Europe, the Near East, Latin America, and the 
lar East. 

Colonel Corserr. There is deobligation showing the money amounts 

y title. This figure, of course, adds up to the sum total of all of the 
other figures. 

Mr. Srassen. But the geographic breakdown relates to the item 
reakdown you gave on a worldwide basis; is that it ¢ 

Colonel Corserr. That is correct. 


NAVY ITEMS 


Mr. Strassen. Now, Mr. Chairman, would you like to get the Navy 

nformation of a similar nature, of what they deobligated / 

Mr. Taser. Go ahead. 

Mr. Strassen. Were any vessels deobligated ? 

Commander Newsome. No vessels or aircraft as such were deobli- 
vated; no units. In vessels in title I there were $18,930,200.20 de- 

obligated. These funds represent overhaul costs of LSM’s—landing 
hip, medium. We were converting two of those to coastal mine- 
layers for Denmark. 

Mr. Srassen. On what page is that? 

Commander Newsome. Page 15. 

Mr. Strassen. Of this presentation today ? 

Commander Newsome. Yes, sir. 

Mr. Srassen. Then you have vessel equipment. 

Commander Newsome. It would be practically impossible to break 
out the individual items here. There are literally thousands of items 
of spare parts, and those requirements are generated in the MAAG 
ind are requisitioned through our coastal supply depots. As I 
pointed out before, MAAG specifies the desired delivery dates for the 
lass of spare parts in order to meet the overall sc hedules in a foreign 
ountry in order not to create a sudden buildup of supplies which the 
foreign country could not properly take care of. 

Mr. Sassen. Would this correc tly describe it, that in these vessels 
to be shipped that are listed in these appropriate sections area by area, 
in connection with that you had certain gear—electronics and parts 
deobligated for a certain amount ? 

Commander Newsome. That is correct, sir. 

Mr. Srassen. You cannot give it by the number of vessels that equip- 
vent was going on, because that equipment went on a number of ves- 
els. How much of this equipment that you deobligated on a world- 
wide basis related to vessels and vessel equipment ¢ 

Commander Newsome. Approximately $3.7 million. May I qualify 
that? ‘That is other vessel equipment. Electronics is approximately 
S10 million. That is for conversion and modernization of foreign 
naval vessels that we are attempting to modernize. 
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Mr. Srassen. Minesweeping gear is approximately what ? 

Commander Newsome. Minesweeping gear is approximate! 
$400,000. 

Mr. Strassen. And the spare parts on vessels ¢ 

Commander Newsome. Approximately $1.5 million. 

Mr. Strassen. On your deobligation of the aircraft spare parts of 
the naval types, what does that amount to? 

Commander Newsome. We can tie that down. It . approximate] 
$13 million in aircraft spares, which I explained or Pag om to 
explain before, which are service stock spares now in the Navy sys 
tem which will be used to go with new production aircraft. In othe: 
words, we have those spares in the Navy system, and we save money 
by not buying them with the new airplane. We can furnish thos: 
from Government stocks. 

Mr. Strassen. On naval guns and naval ordnance, you have $4,990, 
000 deobligated. Can you tell us how many guns that was? 

Commander Newsome. I ean find out. 

Mr. Srassen. But you do not have it now ? 

Commander Newsome. No. 

Mr. Srassen. What about the rounds of artillery ammunition / 
Can you find that out approximately ? 

Commander Newsome. I can assure you I can find the breakdow: 
on the guns. I will attempt to find the ammunition. 

Mr. Srassen. What about the bombs and rockets and quantities 
there? 

Commander Newsome. The same. 


AIR FORCE ITEMS 


Mr. Srassen. I do not believe the Air Force had anything to 
deobligate. 

Colonel Boyian. In section 2 at page 58 of the large book there 
is $6.2 million related to two items on that page. One is 27 F8F 
aircraft. 

Mr. Taser. What would they be? 

Colonel Boytan. They would appear under Air Force, the third 
item down, “Day fighters,” and under “Day fighters” is the subhead- 
ing “Conventional.” 

Mr. Taser. Is that the one where you got the 27? 

Colonel Boytan. Yes, sir. Those are Navy fighters we are sup- 
plying to Indochina, and the value is $4.6 million. 

Mr. Srassen. In other words, listed there are 94 to be shipped, and 
you say 27 of those—— 

Colonel BoyLan. Twenty-seven of those are affected. 

Mr. Taser. The value is $4.6 million? 

Colonel BoyLan. That is right. The precise amount is $4,690,074. 
In addition, there is the rehabilitation cost on some PB4Y, two air- 
craft. That will appear under “Bombers, conventional.” 

Mr. Strassen. Where you state 46 are to be shipped ? 

Colonel Boytan. That is correct. 

Mr. Taper. I thought it said 90 conventional. 

Colonel Boyan. That is a little further down. It is 46 in the 
column to be shipped. 
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Mr. Taser. How many of them 

Colonel Boyan. I do not have the precise number. There were 32 

the total project valued at $10 million, $ $ $1.550.700 affected. It would 

ppear that would be approximately 8 aircraft. 

Mr. Taser. That is the whole of your story ¢ 

Colone! Boytan. That is correct, in those categories. 

The other funds are related to jet engine overhauls at our Middle- 
town Air Depot and to $59,000 worth of Signal test equipment from 

ie Signal Corps under MITR. 

Mr. Taser. Totaling what? 

Colonel Bornan. A grand total of $6.6 million for all items, includ- 

iw aircraft. 

Mr. Taner. The Navy deobligations are spelled out here. 

Now, the Army gave us some figures on their replacement obliga- 
tions but they do not tie in with these other items. So we cannot tie 
them in and know what there is to it. 

Mr. Srassen. I think on page 12 they tie in under tab E. 

Would it be correct to say that these items to be supplied from stock, 
which you could not call aa obligation under the new GAO ruling, 

ould not be used to reflect funds temporarily used in the dual obliga- 
tion process until the dual was cleaned up, and then you had those 
requirements that were not met that you cannot call obligations under 
he GAO ruling, but they are requirements ¢ 

Colonel Cornerr. There are firm requirements to furnish these items. 
Part of the money from them, as you say, did result from the 
straightening out of the creation of dual obligations, but these items 
remain firm requirements. The items will be furnished when they can 
be exactly identified and when they are called for. 

Mr. Strassen. That amount of $418.5 million ties into page 2, the 
fifth item of the detail there, about halfway down the page. ‘That 
ties in with the detail the colonel is now referring to. 

Mr. Taner. I wonder if you can give us a tabulation for the record 
that will show the deobligations showi ing the number of items—or is 
that something that is not supposed to be shown in the record ? 

Mr. Strassen. I think it can, yes, as long as it is not related to the 
countries. 

Mr. Taper. Showing the number of items: (2) the unit cost: (3) the 
total cost; (4) the number and cost from stock; (5) the number and 
cost from procurement; (6) the estimated time to be reobligated and 
in what amounts and for what purposes, whether it will be the same 
purposes or others. 

Do you suppose you could do that? 

Colonel Corsetr. Sir, we have all of that information right here in 
front of you except for the unit cost, showing where we are going to 
obligate the money. 

Mr. Taner. Except for the fact that these things do not tie into the 
other figures we had. That is where the trouble is. 

Mr. Strassen. The unit cost is the fourth item. 

Mr. Taper. They have to tie into the books; else we cannot tell 
anything about it. ‘That is where the trouble has been. 

What you have may be just as good, but you cannot tell anything 
about it, because there is no tie-in. 
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Mr. Srassen. I think the only lack of tie-ins is where the classifica 
tion could include something like rifles or machine guns, and there i 
a question of how many of one and how many of the other in the ave: 
age cost. Otherwise I think you will find they tie in pretty close. 

May I ask, is it your wish to check whether the dollar request fo: 
the proposed 1954 program is in line with the quantity? Would tha‘ 
be one of the checks you would like to make? We might show what 
their unit cost estimates are, also, on the 1954 program. They may 
have that in the detailed books before you. 

Colonel Corserr. Yes, sir; we have the unit cost in the detailed 
books. 

Mr. Strassen. You show how you build it up to $121 million in yow 
detailed books ? 

Colonel Corsetr. Yes, sir. 

Mr. Srassen. Can you furnish the item cost in the deobligated 
amounts ¢ 

Colonel Corsetr. Yes, sir. 

Mr. Strassen. How long would it take? 

Colonel Corsrerr. For these items I have listed here, it could be done 
this evening. 

Mr. Taser. If you could get that and get it to us by tomorrow 
morning so it could get up here by a quarter past 10, I guess that 
would be as good as we could hone for. 

Colonel Corserr. Very good. That isnotrouble at all. 


REOBLIGATIONS 


On the other point of when these moneys will be reobligated, they 


are shown on page 3 of your submission. I show it by countries when 
the moneys will ‘be reobligated. These data that appear in here, of 
course, were not divided up according to the money, but they were 
taken from our estimate of shipments report, which is a document 
which goes out on a wide distribution. This is a summary of it. The 
document itself is quite a voluminous proposition. They show here 
by item, by quantity, and where they are to be shipped. This is a 
summary | submitting]. 

I have gone through and added up the items to be shipped, the ones 
from stock, and I have shown when those moneys will be reobligated 
according to my estimate of the shipments report which was made up 
in April as of March 31. 

Mr. Srassen. May I ask whether you are contemplating reobligat 
ing for the same items that were deobligated ? 

Colonel Corserr. Exactly the same items. The requirements have 
not changed: the items remain the same. 

Mr. Taner. Were these items that were deobligated very largely 
things that you had on hand ? 

Colonel Corserr. All of the items are from stock. 

Mr. Taser. Every one of the deobligated items? 

Colonel Corserr. Every one of the deobligated items is from stock. 
The items are not ready to be shipped. They have not been ordered 
to be shipped within 60 days. Therefore, we have had to deobligate. 

Now, I have a schedule of when I was bringing those items in the 
various depots, when they are being reobligated, and when they will 
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available to MDAP to ship. I publish that information in this 
timates of shipment report. You notice 18 months is covered in 

\is estimates shipment report. Imn other words, 1 took all of this 

scal year plus the first two quarters of the fiscal year 1955 in my 

upments report there. I know when these items are volng to come 

~ what our schedule calls for. ‘Therefore, from that Ll can tell when 
[ am able to reobligate these moneys, because | know that when I can 
vet shipment within 60 days, I can reobligate the funds. 

Mr. Strassen. Now, Colonel, you have just said that you cannot 

ill these obligations until 60 days before shipment. Is there any 

_— why you need to — vour forecast at least 18 months ahead ? 

‘olonel Corserr. Yes, sir: there is. 

My. Strassen. Why? 

Colonel Corperr. First of all, I have to know when we are getting 
these items, as | have to bring all of these various schedules together 
hat we have from all the various units as they have to match up. 

For instance, there is no use in shipping a tank without a radio on 
t, and there is no use in shipping Guns How and ammunition a year 
trom now, 

Therefore, first of all we have to see that we are implementing the 
rograms in some orderly manner. 

Second, it imposes an important duty on the recipient countries. 
When they know when they are receiving these items it serves two 
purposes. First of all, they must make provision to take care of these 
tems and second, when they are going to activate the units is largely 
based on when they are going to get the equipment. 

Your calling up of units is not based on the actual arrival of an item 
La country. However. they must plan to activate the unit so that 


it is organized and the individuals given their primary training prior 
todelivery. When the equipment arrives the unit will be ready to start 
utilizing it effectively. 

Mr. Strassen. Would that also apply totanks? Would t! ley « all up 
in armored division and get them trained and ready to handle the 
tanks when they arrived there ¢ 

Colonel CorpetT. Yes, sir: that is right. 


Mr. Srassen. And that is why you need the 18 months’ forecast / 

Colonel Corserr. Yes, sir, the recipient country when the equipment 
is to be furnished or delivered. We also base not only obligations on 
that forecast but expenditures. It is one of our primary documents 
that we use. 

Mr. Stassen. Let me see if I have a clear picture of it. 

[If tomorrow the way was clear for the establishment of a certain 
armored division, and you knew that 14 months from now you could 
have rehabilitated and shipped over tanks for that armored division 
you would forecast to them that 14 months from now they can get 
the tanks for an armored division, and they could start training their 
men and getting re: ady for the activitation of the officers and so fort] 
for that tank division. 

Now, under the new rule you cannot cail that an obligation until 
60 days before the tanks are ship yped. 

Colonel Cornett. Yes, sir: that is correct. 

Mr. Strassen. That is what causes us this problem of our large un 
obligated balances that we have to deobligate now and report to the 


5928—53 45 
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committee at the end of the fiscal year. Is that a correct descriptio 
of it? 

Colonel Corserr. That is correct. There is no objection to the ney 
ruling per se. It is a question of the time when you can report fund 
as obligated, you need the money, you need the funds for shipping, 
and you need the whole amount just exactly the same. 

Mr. Taner. Are there any questions? 

If you can get that material there together we would like to hav: 
it in the morning. 

Colonel Corserr. The unit cost of the items I have enumerated ? 

Mr. Taper. These things here. 

Mr. Stassen. I would like to thank you for your patience in this 
matter. Mr. Chairman. It isa very difficult situation. We have bee 
gradually trying to get an underst: anding of it ourselves as we mov: 
in trying to implement the P resident’s policy in relation to it. 

Colonel Correrr. This information is all in here, but I can put it 
all in one table for you. 


Mr. Taper. All right. 
TOTAL UNOBLIGATED BALANCES 


Mr. Srassen. Are there any questions on the remainder of the non 
military unobligated amounts? I do not know whether that table 
has been passed around or not. Here is the original of it. It shows 
Spain and the other items. 

You will note the remainder unobligated in chapter I, “Assistance 
to Spain.” Those are carryovers because of the uncompleted situa 
tion in negotiations. 

Italian aircraft, $37,500,000 has been pending. Mr. Chairman, I 
have held that up because I did not see a clear program, how we could 
get a good aircraft program going in Italy for that amount, so T held 
it back. We may need it to go forward. It will depend on whether 
we get a good aircraft program going there. 

On the MSA savings we programed worldwide $9.9 million. On 
country aid, $11 million was held back. It is now a carryover. 

The Palestine refugee program is the other big item, $44 million. 

That was obligated but, as you know, the program has not moved 
forward, so we have not spent the money. 

UNKRA has a small balance, and ocean freight has a small balance 
applied on savings. So, that ties in, then, with the rest of the books. 

If you look in section I, page 5, as you go down the column on the 
right-hand side, chapter I, we had a carryover of $1,992;256.805 
which was military. That is section I, alin 5. 

You go down further and you find in chapter II an item of $133,- 
528,502, and you find that on the bottom of this first page I just gave 
you here, that is, the inside page. 

Mr. Taner. Where is that in chapter IT ? 

Mr. Srassen. Tab I, page 5. 

You see, down about one-third the way of the page you have a 
carryover there for 1953 in chapter IT of $133,528,502. Do you see 
that item ? 

Mr. Taner. All right. 

Mr. Strassen. That ties in with the second page of this sheet. That 
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hows what it constitutes, including assistance to Spain, and Italian 
aireraft. 

Now, the next big item is down here in chapter IV, $45,934,250, and 
vou will see that tie-in on the next page. That is that item, and it 
hows what that consists of. 

Chapter V consists of $1,096,422. 

Mr. Taner. You will put that in the record ¢ 

Mr. Strassen. Yes, sir; we will put it in the record. 

Mr. Taner. All right. 

(The matter referred to is as follows :) 


Estimated unobligated balances June 30, 


[In millions of dollars] 


(Chapter I, mutual defense materiel and training: 
Defense 
Other than defense 


Total 1 
Chapter II, mutual defense financing 
Chapter IV, mutual development and technical progress 
Chapter V, multilateral organizations 


Total 
Estimated unobligated balances June 30, 1953 
Chapter I, mutual defense material and training, other than defense: 


Kurope: Assistance to Spain $10, 000, 000 
All Areas: Miscellaneous spin 4, S00, OOO 


Total, chapter I 14, 800, 000 


Chapter II, mutual defense financing, defense support and economic aid: 
europe : 
Assistance to Spain 75, 049, 929 
Italian aircraft 37, 500, 000 
Savings—MSA Worldwide 9 


, 978,573 
Subtotal 122, 528, 502 
Asia and Pacific: Mutual Security Agency, country aid *11, 000, 000 


Total, chapter II 35, 528, 502 
Chapter IV, mutual development and technical progress, technical 
progress and development: 
Near East and Africa: Technical Cooperation Administration 001 
Asia and Pacific: Technical Cooperation Administration *8§21, 999 
Subtotal _ 871, 000 
Special economic assistance in Near East and Africa: 
Near East and Africa: Palestine refugee program 
Total, chapter IV 
Chapter V, multilateral organization : 
United Nations Korean Reconstruction Agency 700, OOO 
Ocean freight voluntary relief packages * 396, 422 
Total, chapter V , 096, 422 


Grand total (other than defense) 355, 174 


Applied to reduce fiscal year 1954 appropriation 
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Mr. Hatasy. Mr. Chairman, we appreciate the difficult task the 
committee has in the next few days. We, in the Defense Department, 
would be quite willing to have any or all of the group of us here 
work with your staff any time you wish to bring this up to the forn 
you wish. “We will volunteer for that duty, if you wish it, sir. 

Mr. Taner. Any time we have a problem arise that we think you ca: 
help on we will contact you. 

Mr. Hanasy. Yes, sir. 

Mr. Stassen. I would like to thank the committee and the chairma: 
for the thoroughness of the hearings they have given us and the manne: 
in which they have given us every opportunity to present our facts 
and the courtesy with which they have heard the witnesses we hav. 
presented. 

Mr. Taser. I think that will conclude our hearings for the time being 
anyway. 

Mr. Stassen. Thank you, sir. 

Juuy 15, 1953. 


RevatTiIon oF INCREASE IN GoLD AND DoLuaAr Reserves TO LOANS ANI 
Grants Recetvep By Foreign Countries 


WITNESS 
DR. D. A. FITZGERALD, DEPUTY TO THE DIRECTOR FOR OPERATIONS 


Mr. Taser. Dr. FitzGerald, there was a statement in the papers 
recently that the gold and dollar holdings of the rest of the world 
have increased during the last fiscal year by the amount of loans and 
grants received by foreign countries from the United States Govern 
ment and that the European countries were building up their reserves 
or used the dollars to trade with each other rather than to increase their 
imports from the United States. Would you care to comment on that / 

Dr. FrrzGreratp. Mr. Chairman, it is estimated that the gold and 
dollar reserves of the rest of the world have increased by about $2.3 
billion between June 1952 and June 1953, or from $19.5 billion to $21.8 
billion. During the same period the gold and dollar reserves of the 
Western European countries have increased by about $1.5 billion. 
They are, however, still below the level for June 30, 1951, primarily on 
account of the heavy gold losses of the United Kingdom during fiscal 
year 1952. 

After the war, at the beginning of the Marshall plan, the hard-cur 
rency reserves of the European countries were seriously arenes. 
This led to a great increase in the extent and intensity of trade and 
exchange restrictions which the European countries were forced to 
impose to safeguard their meager hard currency holdings. Since 
that time the reserves of a number of European countries have increased 
moderately. This development has made it possible for them to 
gradually remove restrictions on trade and payments with beneficial 
effects on the volume of trade and economic activ ity in general. Nev- 
ertheless, the reserve position of many European countries is still 
quite precarious. During the fiscal year 1952 the reserves of the 
United Kingdom and the rest of the sterling area dropped by $2.2 
billion. This forced the United Kingdom to tighten restrictions both 
on imports from the dollar and nondollar areas. During the last 
fiscal year the United Kingdom recovered part of the reserves lost in 
the previous year. 


I should also like to call the attention of the committee to the fact 
that some of the more significant reserve increases during the past 
iscal year have taken place in countries such as Belgium, Denmark, 
Netherlands, and Portugal which either did not receive defense sup- 

ort aid or received only nominal amounts. In the case of Germany 
the increase in reserves is estimated at about $350 million as agaist 
n aid figure of $83 million. However, assistance to Germany was 
ot related primarily to its balance of payments position. On the 
other hand, the reserve position of France which received defense sup- 
port of $397 million deteriorated by over $80 million and the reserves 
of both Turkey and Yugoslavia which were aid recipients in fiscal 
year 1953 show declines for the period. F ae precarious foreign 
exchange position has prevented her from relaxing import restrictions 
Mpos sed in the spring of 1952. 

Summing up, Mr. Chairman, I believe the following points are of 
significance on the subject of European reserves: 

Although the reserves of a number of European countries have in- 
creased during the past fiscal year, the overall reserve position of 
[urope is still | precarious. Many countries feel that a more adequate 
level is essential before they can afford to liberalize imports partic- 
ularly toward the dollar area 

A number of countries whose reserves increased did not receive 
United States assistance. A discussion of reserves in terms of Western 
Europe as a whole, therefore, ignores the fact that a large part of our 
aid went to countries whose reserves did not increase significantly or 
actually declined. 

Although extraordinary and largely temporary dollar earnings have 
alleviated Europe's dollar problem at the present time, there is still 
u dollar shortage in the sense that if the European countries should 
remove their import restrictions, the resulting deficits would cause 
such a serious drain on their reserves that they would have to re- 
impose restrictions very quickly. 

To the extent that European countries are using dollars to pay 
for their imports from third areas or to settle their debts with the 
Kuropean Payments Union, these dollars may be used by the recipients 
in part to replenish depleted hard currency reserves; the bulk of it, 
however, will find its way back to the United States in the form of 
additional demand for imports. 


—_—_— 


Tuourspay, Jury 9, 1953. 


‘THreat or Russian AGGRESSION 
WITNESS 


HON. JAMES G. FULTON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 


Mr. Taser. We have with us this afternoon Congressman James G. 
Fulton of Pittsburgh, Pa. 

We will be glad to hear from you. 

Mr. Furron. I am here today to talk about some of the cuts that I 
spoke of, chiefly as to Yugoslavia, and also to present a statement as 
to the currert security situation ; in fact, to bring up to date what the 
threat is, whether it is imminent or long time. 
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My position today is there is not an imminent threat of aggressio 
it is only a long-time threat. Therefore the Appropriations Co 
mittee should approach the question as a basic matter of America 
security and financial security as well as the security of Easte: 
Europe and these other countries. 

I refer particularly to Western Europe to show the Russian thre 
there that has developed through the years. 

The Russian threat has been 175 divisions since 1947, and it has r 
mained constant. There has been no change. 

In the report of the Foreign Affairs Committee in 1947 under t) 
chairmanshin of Dr. Eaton there is shown that the Russian divisions 
were at 175 divided into ground forces, 2.690.000: air forces, 450,000 
navy. 600,000, and security troops, the MVD, 400,000, or a total of 
t.050.000. 

As to the distribution of the Soviet army troops: Tt shows 
western U. S. S. R.. 1.114.000: 56 divisions. In occupied Europe, 
588.400: 48 divisions. Total in the west, 99 divisions. or 1.702.400 mei 

Now, with regard to the troon disposition in southeastern U. S.S 
R., 480.000 with 24 divisions. Soviet and oceunied Far East. 483,000 
men, 30 divisions. Interior U. S. S. R., 334.600 men, 22 divisions. 
toteline 3 million troons overall in the 175 divisions. 

Then in 1947 the Soviets had counted on army and securitv forces 
in 8 Soviet satellites states of 1.121.600 men. This was a total of 100 
divisions of limited combat effectiveness. The setun of the divisions 
the Soviets have in the satellites at present is a serious one, as they 
need them all there simplv to keep peace in that area. In addition, 
they are not able to denend unon the satellite states themselves for 
troons as they previously did hefore the present riots took place. 

T have spent 5 weeks in Europe a little over a month and a half ago 
and went into the major countries of Europe and studied each one 
of them very carefully. 

In addition to that. for the committee’s information on backeround, 
T have been in Spain and Portugal in 1951. Tn 1948 T went all through 
Europe on an exhaustive trip and stndy as chairman of the Subcom- 
mittee for Disnlaced Persons of the House Foreign Affsirs Commit- 
tee. In 1945 T went to Russia itself, as well as to all the Enropean 
countries, on the Wickersham committee, and have consulted with 
commissars and Soviet officials in Moscow. Previons to that T had 
been in the South Pacifie inthe Navy. Prior to that I visited Europe 
as a civilian, and T also spent over a vear going around the world, 
a good part of the time being snent in the Far East. T did that after 
T sot out of school. so my exnerience has been a little broader than that 
of the ordinary American citizen. 

Carrving through as to the threat, the question is whether that 
threat has changed. In the 82d Congress, the 2d session. General 
Gruenther appeared before our committee on March 25, 1952, and 
said this: 

On the threat itself, the Soviets now have in being armed forces of approxi 
mately 4 million men 


You will notice it is almost exactly the same number. 


That number has not changed significantly in the last few vears. It has re- 
mained about static. There are ronghiv 175 divisions. of which about 65 are 
armored and mechanized and the rest are infantry divisions. Nor has that num- 





709 


changed significantly in the last few years. It, too, has remained practically 
tic. What the Soviets have been doing though, is to modernize those divi 
ns and make them more effective. 

Then he also states: 


he Soviets today have 20,000 operational aircraft in the Soviet air force. In 
rticular they have been and are now making good progress in the field of 
pianhes., 

He refers specifically to the MIG—15 which he have been in con- 

ct with, as you know, in Korea. 

Of the 20,000 operational aircraft, I should say that in the neighborhood of 


1000 are jet planes. The rest are conventional-type planes. The long-range 
ine is called the Tupolev. 


Those are the planes we know of as the B-29, and in our Air Force 
the B-29 is obsolete. 

Mr. Taser. How many did you say they had¢ They did not have 
iny 15,000 of those; they have less than 300. 

Mr. Fuuron. General Gruenther says: 


Of the 20,000 operational aircraft, I should say in the neighborhood of 4,000 

re jet planes, The rest are conventional-type planes. The long-range plane is 
illed the Tupolev. That is the Soviet B-29 that was copied from a captured 

B-29 toward the end of the war. It is about the same as our B-29. In fact, 

is a copy of our B-29. They captured about four B-20’s that had to make 

orced landings and they never returned them. The Tupolev is the mainstay of 

eir strategic bombing force. As vo uknow, the B-29 in the American force 
is obsolescent. They are still being used in Korea, but generally speaking, they 
are phasing out. 

What we say about the Soviet air force is it is in fact an effective air force 
because of its numbers. 

The question arises as to where the Russians stood at the end of 
World War II. When World War IT ended, the Russians had 502 
Red Army divisions, and we in the Allied countries had 91 divisions 
on the western front, of which 63 were American. 

I questioned General Ridgway when he appeared before our com- 
mittee this year on the hearings for the mutual-aid bill, and I asked 
specifically about the disposition of the Soviet troops and whether 
the number of them was the same as in 1947. 

Here is what I said at the hearing: 

If you [General Ridgway] will refer to page 4 of your statement, the bottom 
of the paragraph, I should like to call your attention to the number of divisions 
n the Soviet and their air forces. 

The statement reads: 

The Soviet Army mounts 175 army divisions, the Soviet Air Force has over 
20,000 front-line aircraft with a large aircraft reserve. 

I [Fulton] was on the committee in 1947 when the interim-aid bill was before 
this committee. Those were the exact figures of the size of the Russian forces 
at that time. 

You are giving us these figures publicly for the first time that then indicated 
to me that there has been no substantial buildup in Soviet armed divisions nor 
in front-line aircraft since 1947 to 1953; is that correct? 

General Ripsway. My information is that it is, sir. 


Then I asked General Ridgway as to the troop disposition. 


Mr. FunTon. My final point is this: In the news dispatches the head of the 
Yugoslav State has remarked on the disposition of troops in the satellite coun- 
tries behind the Iron Curtain in reference to the Yugoslav border. The state- 
ments have been that there were unusual dispositions of troops in those satellite 
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countries Which in some way might cause a change in position in Yugoslavia’s 
position, as to security. 

From as much as you have said here, I see no change in the approaches 
Europe by Russia, nor by the satellites. I would like to have your comment on 
just what situation might be in respect to these news reports. 

General Ringway. Nor do I, sir. I see no significant increase due to t 
location of those forces. 

I see no significant increase due to the location of those forces. There is 
problem of immediate threat. 

The question arises as to the position where we now stand on the 
threat of an immediate aggression for Europe as far as the climate 
and geography are concerned. 

Hitler went into Russia on June 22, 1941. He was too late. He 
could not make it. If you will recall, on June 24, 1812, Napoleon 
started into Russia and he was too late. 

The question then is, Is there a threat immediately in Europe so 
that you gentlemen should just appropriate the money in anticipation 
of an immediate aggression without looking too closely? My position 
on that is that there is not the threat of an immediate aggression be 
cause it is too late this year for Soviet aggression to get under way, 
because they must maintain and keep up their supply lines from 
Russia. 

The times of threat for Europe begin in March and go throug! 
June. so that March, April, May, and June are the aggression months 
for Europe. either going east or coming from the east to the west. 

You will then see that until next March, the final quarter of the 
fiscal year, we have a period where we can look to see what. we should 
do and prepare further on a long-time basis. In fact, on this bill 
my recommendation would be to make appropriations up until March 
31 and then have another look-see at it for what might be the need 
after we come back the first of the year, for the remaining quarter 
of this fiscal year. 


UNITED STATES CIVILIAN PERSONNEL OVERSEAS 


Going ahead a bit further. I have been to Enrope and examined the 
number of administrative United States civilian personnel in these 
countries. There are too many. The House adopted two of my amend- 
ments as committee amendments, that were amended in some degree 
by Congressman Judd, to cut 10 percent of the total of United States 
administrative civilian employees. There are a total of 5.660 such 
United States administrative employees, so we took off by the amend- 
ments 566 such employees. This cut should be retained. 

We should make the rule that the entire United States foreign poliey 
in each country should be under the ambassador... Every United States 
agency in each specific country should have to look to him for the 
sole authority and policy. We should then use the consular and diplo- 
matic officials we now have for settling MSA policy. By taking off 
many of the administrative employees that are in this budget, we 
could reduce this budget to the blue-collar program people chiefly, 
with a small force overall to watch and supervise in this country. 
We would then have the programing people tied right into our 
permanent policy group in the particular country. 
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RECOMMENDED Repuctions In Mutua Securtry Program 


I will now go to my recommendations on amendments. Under the 

t H. R. 5710, which passed the House, on page 2, line 1, from the 
figure $2,079,689,870 there should have been deducted $100 million 
additionally from the aid to Yugoslavia. I will be glad to outline 
that cut further. But the main point is we can’t depend at this time 

n Tito. Why not postpone some aid for this year ‘ 

At the bottom of page 2, under section 541, ch: apter 2, the figure of 
+200 million on line 18, which is the economic assistance and defense 

support in Europe, I would reduce that another $100 million. The 
ime for economic aid to Europe has passed. 

On page 3, section 102, the $100 million for manufacturing in France 
of artillery and semiautomatic weapons required for French forces for 
the defense of north Africa, I would cut that completely. I would cut 
$100 million for manufacture in the United Kingdom on line 10, 
page 3. 

My reason is that these ceuntries have already contracted for these 
items, and we are now simply picking up the check, so they can spend 
that part of their budget on other civ ilian items. 


SPECIAL WEAPON PROGRAM 


On page 4, the $100 million for the purpose of furnishing special 
weapons, I would cut that to $50 million. 

Mr. Rooney. Why would you give them $50 million 4 

Mr. Fuuron. To begin with, I think the Army needs research 
amounts. 

Mr. Rooney. They say this is not for research at all. 

Mr. Fuuron. It is for the development of weapons that are to be 
made by our allies in the European area, chiefly. 

Mr. Rooney. Our Chiefs of Staff were never consulted about it. 
They knew nothing about it. It was solely the brainchild of Mr. Stas 
sen and the Security Council. So, why would you give them $50 
million ¢ 

Mr. Fuuron. There is one item in it, the development of a small 
size missile. I felt the amount should be cut from $250 million to $50 
million, but I was not able to justify a complete cut of all of it be- 
cause they called this item “Special weapons,” which infers strategic 
weapons which might be for the defense of this country, and I feel 
that they should have adequate exploratory funds in the forces. 1 
would be willing to cut it all. I would leave the research of new 
weapons in the general defense budget. At least, I would cut this 
power by $50 million. 

Mr. Foro. What army needs the $50 million for research ? 

Mr. Furron. For example, I believe, if my recollection serves me, 
there was $5 million for a special-weapons program on missiles in one 
European country. It was a very hazy briefing before our committee. 
It was not substantiated enough for me to accept the $100 million 
which the House passed. 

Then, on page 7, for aid to India and Pakistan, I would cut that by 
$30 million. 
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The reason that I would cut the fund for Pakistan and India ‘s 
this: I believe that the same criteria should be used abroad on United 
States-supported government economic projects as we use in determi) 
in what projects shall be begun or completed with our own congres 
sional districts. 

On page 14, line 15, where there is $100 million of unprogramed 
funds put into the hands of the President, for so-called emergen 
cies, $20 million of which can be spent on any one country, I would 
cut that by 50 percent to $50 million. 

When this program first started in 1949 as the mutual security pro- 
gram, the amount for the President’s undesignated fund was $4 
million, and these funds have since gone up to $100 million with no 
more reason than it is just a fund where these countries know the 
can come over and pressure us when certain events come about. I) 
fact, they can hold us up for more money at intervals. I would cut 
that fund by $50 million. 

Mr. Taser. You have not had anything to say about the Near Ea 
and A frica. 

Mr. Fuuron. The reason that I cannot give that exactly is because 
it would take an estimate of how explosive that situation is to ck 
termine what the amount should be. That is such an explosive a: 
dangerous area that, when it comes to a matter of going against tly 
judgment of the experts in that area where we are vitally in need of 
defense, I have simply accepted the amount for that area. 

My total amounts, you see, will take $530 million without hurting 
the program in any way whatever. 

ML av I show you a couple of things on India here that I do not thin! 
we need? For example, in the fiscal year 1953 program, there is th 
fertilizer distribution, or the soil fertility and fertilizer use, new irri 
gation programs, forestry research, river-valley development, low-cost 
lLousing, and again in Brazil you have low-cost housing that is in the 
program. I would cut about $10 million from the South America: 
program also. 

Mr. Gary. Low-cost housing for whom ? 

Mr. Fuvron. For the citizens of Brazil. 

In the 1958 program in Brazil, a government-aided self-help housing 
deve lopme nt is being planned in Bellem, and promoted by the Health 
Se rvic 10. 

Mr. Taner. How much money / 

Mr. Fuvron. There has been no prior program. These are things 
they are talking about doing in Brazil, under social welfare, improve 
ment of the Government welfare program. In Brazil, there are also 
programed “reconnaissance surveys for irrigation and power develop 
ment, various studies and surveys that may lead to large construction 
projects with United States or international financial assistance,” ac 
cording to the words of the proposed program as submitted by MSA. 

Mr. Taner. How much is involved there ? 

Mr. Furron. Do you ~vant the proposed items? 

Mr. Taner. We can get it. 

Mr. Fuvron. That brings up another point, if I may. 

There is the International Bank for Reconstruction and Develop 
inent. I do not want te say it authoritatively, but the British and the 
French are both trying to run the projects in that. We are just one 





x in the bank, although it is largely our money. As against that, 

Export-Import Bank finances projects that we think are meritor! 
ous and will pay themselves out, and we keep a closer control of that. 
| would, as a suggestion, move a large part of the development funds 
out of this mutual security bill over to where they ought to be, and 
(hat is, to the Export-Import Bank on the shorter range ones for the 
benefit of those projects specifically that we are interested in; and sec 
ondly, move over to the International Bank for Reconstruction and 
Development, the longer term ones on the basis that they will pay off 

entually as capital-development programs. 
In this bill that was first set up here, and I believe will be in it yet, 
ere is exploration for strategic materials, one of which is zinc. We 
ive a bill called the Simpson bill to keep zine out of this country. 
Zine is coming out of the ears of orenyenas in the world, and yet in 

ree countries it is planned by this same administration to explore 
for zine for 1962 United States needs. Therefore, to me, if we are 
voing to make it a limited program for security, we should cut out 
the development of these items and put them under separate pro- 
eorams properly designated. 

We in the United States need tax reduction so this program should 
be reduced or postponed. I have here the Financial Times of Lon 

on of April 15, 1953, which shows the British budgetary cuts, and 

ows the British current income tax reductions. I also have with 

me, Which I will not go into deeply, the reduction of British sale 

ixes. For example, the purchase tax in Britain has generally re 

iced on April 14, 1953, by 25 percent. Jewelry and cosmetics have 

been reduced from a 100-percent tax to 75 percent. Automobiles, 
efrigerators, washing machines, and things of that type have gone 
lown 16 2/3 percent, from 66 2/3 to 50 percent. Carpets and linoleum 
ire down 3314 percent to 25 percent, as well as bicycles, stationery, and 
things of that type, clocks, watches, and sewing machines. So British 
excise taxes are going down. 

It is a little hard for me to find the need for economic aid for coun 
tries that have the ability to reduce their taxes when we cannot re 
duce them this year. 

For example, in Canada, they have ended up with a surplus of $9 
million estimated for 1953 after reducing personal income and corpo- 
rate taxes. 

There is one thing in this bill that I think the committee should look 
it particularly, and that is the problem of picking up the check on 

nv specific item in a budget for a country. 

Mr. Roonry. That I am against. 

Mr. Furron. It sounds very good to say that you are paying to 
France $100 million for artillery and semiautomatic weapons. All we 
are really doing is picking up the check and paying for the French 
social services that they cannot afford. 

Secondly, in the United Kingdom, when TI say take out the $100 
million for the manufacture of military aircraft. They have already 
contracted for that in their budget. and we are going to pick up the 
check for it if we pass this bill. Have the British and French take 
some nonessential items out of their budgets, and leave in the defense 
items. 
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Here on April 27, 1953, is a quotation: 


“T name this ship Brittania,” and with these words, Queen Elizabeth [1 
pressed an electric button that launched her new royal yacht, the 4,000-ton, 41:3 
foot ship that cost $5,040,000, Cruising speed will be 21 knots. 

Our President has canceled the use of the Presidential yacht o: 
the basis our Government cannot afford such expenditures. 

Mr. Cannon. Mr. Chairman, would the gentleman have leave to 
extend his remarks in the record ¢ 

Mr. Taner. Certainly. 

Mr. Funron. There is $100 million that I have cut from econom 
aid to Kurope, and the reason is this: I have cut the $100 million o! 
on a committee amendment from the $216 million going to Yug« 
slavia this year. I have already cut the $100 million. There is $4 
million going to them in defense “support aid in ack lition. 

There is no way, as I can show you, whereby any of our people cai 
check to see if aid materials are being used rightly, or that Yugoslav! 
will keep them on our side. 1am strongly against giving Yugoslav 
any planes when we do not have enough planes for Korea. The tota 
of all my cuts would amount to $530 million. 

Thank you for your time and courtesy. 

Mr. Taner. Thank you. 


SATURDAY, JULY 11, 1953. 


Ocran-Freigur ReimBurseMEN' 
WITNESS 


CLARENCE E. KRUMBHOLZ, VICE CHAIRMAN, AMERICAN COUNCIL, 
VOLUNTARY AGENCIES FOR FOREIGN SERVICE, INC. 


Mr. Taser. Mr. Krumbholz, we would be glad to hear from you. 

Mr. Krumeunoiz. Thank you very much. I cert: ainly appreciat 
the privilege of making this statement. 

My name is Clarence E. Krumbholz, of New York City. I am the 
secretary of Lutheran World Relief, Inec., of the } National Lutherai 
Council. It is my privilege also to present this statement on behalf 
of the voluntary agencies which are members of the American Coun 
cil of Voluntary Agencies for Foreign Service, which have been 
during the postwar years shipping material relief supplies to the 
devastated areas all over the world. Among these agencies, in addi 
tion to my own, are War Relief Services of the National Catholi: 
Welfare Conference, Church Worla Service Department of the Na 
tional Council of the Churehes of Christ in the United States of 
America, the Jewish Joint Distribution Committee, the American 
Friends Service Committee, the Unitarian Service Committee, and 
many others. 


These agencies have over the past years shipped many millions of 
pounds of clothing, bedding, medicines, food, equipment, and surplus 
commodities, generously given by our Government, to devastated areas 
of Europe, the Mid lle East, and Asia. The agencies represent mil- 
lions of American citizens who have shared, even to the point of sac- 
rifice, in giving generous supplies of material aid and money to help 
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the stricken millions of their fellowmen. Motivated by humanitarian 
and religious principles, these American citizens, through their volun- 
tary agencies, have created good will and friendship toward America, 
sustained in the hearts of millions hope and courage, and built bridges 
of brotherhood across the world. Distribution of material relief has 
been made on the basis of need and without regard to color, race, or 
cre ed. 

The voluntary agencies take this opportunity to express to our Gov- 
ernment their deep appreciation of the large quantities of surplus com- 
modities which have been placed at our disposal for distribution 
abroad, under proper conditions. We also express our appreciation 
for the reimbursement by the Government of ocean-freight charges 
incurred in transportation of material relief goods. Without this 
issistance the voluntary agencies would have been unable to continue 
to send the millions of pounds of relief materials which have brought 
life and health and hope to despairing pecple. 

The voluntary agencies submit to this honorable body the hope and 
plea that the recommendations in the foreign-aid bill for an appro- 
priation of $1,825,000 for ocean-freight reimbursement be approved by 
the Appropriations Committee. In support of this plea we submit 
- following: 

The voluntary agencies are shipping material relief goods valued 
at. over 10 times the cost of ocean fre ‘ight. But oc ean-freight reim- 
bursement has a direct bearing on the amount of goods voluntary 
agencies can secure from their contributors and on the quantity which 
can be shipped. For instance, one of the large agencies authorizes me 
to say that with ocean freight reimbursed this agency has shipped 60 
million pounds of food and clothing in the last year. Without ocean- 
freight reimbursement the agency could not possibly ship more than 
10 million pounds. My own agency would have to cut its shipments 
from one-quarter to one-third without ocean-freight reimbursement 
by the Government. 

The other voluntary agencies are in the same situation. For exam- 
ple, the voluntary agencies have been offered for overseas relief 90 
million potaee of powdered milk by the Commodity Credit Corpo- 
ration. A canvass of the agencies which have accepted various 
amounts of ‘a commodity show that, of the large agencies, one 
affirms that without ocean-freight reimbursement it would have to 
cut up to one-fourth of its planned shipments. Another large agency 
would have to cut from 10,040,000 pounds to 2,026,000 pounds. An- 
other aflirms that without ocean-freight reimbursement it would 
have to reduce its shipping from 20 million pounds to 13,650,000. 
Another agency which has plans to ship 4 million pounds would be 
unable to ais more than 580,000 pounds if it had no ocean-freight 
reimbursements. Two smaller agencies announce that they would 
not be able to ship any quantity without reimbursement for ocean 
freight. 

These figures concern only the shipment of the surplus commodity 
powdered milk, 

The voluntary agencies, moreover, have year-round programs for 
the collection of material goods for overseas relief. The agencies 
must finance these programs themselves, paying inland freight in 
the United States, insurance, and processing costs. The voluntary 
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agencies since 1948 have paid $6 million to move supplies from source 
all over the country to the seaport. Funds for these costs, which are 
not insignificant, must be obtained from private citizens. The availa 
bility of such funds is decreasing. The provision of ocean transporta 
tion supplied by Government, therefore, actually multiplies the amount 
of food and clothing which can be accepted for shipment. The volun 
tary agencies since 1948 have paid $6 million to move supplies from 
the source to seaports, 

It must be also made clear that the voluntary agency has to pay 
the costs, in accepting sur plus commodities, of handling and insurance: 
charges, and of transporting these commodities from present storage 
points to seaports. If, as is reported, larger quantities of milk and 
butter are made available for foreign relief distribution, ecean-freight 
reimbursement becomes more important and necessary. 

3. In considering this problem it must not be overlooked that ma- 
terial relief is still needed in many parts of the world. The refugees 
from the East are in tragic need of clothing. Appeals for shipment: 
of food and clothing are increasingly coming to the voluntary agencies 
from Asia, Korea, India, Pakistan, and from Jordan. These appeals 
make insistent demands upon the budgets of the voluntary agencies. 

Many other considerations might be set out in detail. In the in 
terests of brevity we have presented only the above in our appeal to 
this body to approve at least the amount of $1,825,000 as an appropria 
tion for ocean-freight reimbursement. 

We urge that while economy in Government is desirable we believe 
that Congress and the people of these United States believe that other 
places to economize ¢ A be found rather than in the rehef of human 
need. 

The voluntary agencies and their constituencies firmly attest that 
ocean-freight reimbursement can enhance or can decrease even to 
an insignificant point the great humanitarian effort which has impor- 
tance in foreign relations and in gaining good will and friendship 
for America throughout the world. 

We call attention, in addition to this statement, to just 1 or 2 items; 
namely, the information that since the year 1948, through March of 
this year, the first quarter of 1953 fiscal year, there were 225,000 short 
tons, primarily of food, clothing, medicine, hospital equipment, and 
small tools, which were shipped to western European countries and 
India by agencies registered with the Advisory Committee on Voun- 
tary Foreign Aid. Of this amount, 70 percent, valued at more than 
$105 million, was from the e ‘ontributions of the general public, and 30 
percent, valued at approximately $33 million, was contributed by the 
United States from surplus dairy products. 

During this fiseal year it is apparent that the ocean freight paid 
out by the voluntary agencies for reimbursement will exceed $1 million 
of the supplies contributed by the general public. This is exclusive 
of the ocean-freight charges on surplus milk contributed by the De- 
partment of Agriculture. 

If, as we were notified just this week, there is a further offer made 
available to the voluntary agencies for additional quantities of pow- 
dered milk and of butter, it will further increase the need for ocean- 
freight reimbursement if the agencies are to be able to handle it at alk. 
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We would point out that in order to remove these goods from stor 
ve, Which the Govcernment is paying for, the cost for ocean-freight 
eimbursement would probably be less or equal to the storage charges 
ow incurred by the storing of this vast quantity of material. 

It is apparent that this sum of $1,825,000 to pay ocean-freight sub 
dies for the year 1954 is a minimum to meet the program which lies 

ahead. 

[ shall be glad to answer any questions if the committee members 
have any. 

Mr. Taser. Thank you, Mr. Krumbholz. Dr. Fenton, have you any 
uestions ¢ 

Mr. Fenton. I think not. 

Mr. Taper. Mr. Gary. 

(Discussion off the record. ) 

Mr. Taper. Thank you. 

Mr. Krumpnouz. Thank you 


—<——— 


SATURDAY, JULY 
Frencu Morocco 


WITNESS 


MRS. ROBERT RODES, REPRESENTING AMERICAN BUSINESSMEN 
IN CASABLANCA 


Mr. ‘Taser. Mrs. Rodes, we would be glad to hear from you for a 


few minutes. 
Mrs. Ropes. Mr. Chairman and members of the committee, I have 
prepared a statement which I wish to have placed in your record. 
Mr. Taser. That will be satisfactory. 
(The statement is as follows:) 


FRENCH Morocco 


Mr. Chairman and members of your committee, my name is Marjorie Reid 
Rodes. I represent my husband, Robert Emmet Rodes, and other American 
businessmen in Casablanca. My testimony concerns regulations and discrim 
inatory practices by French colonial officials in Morocco which violate United 
States treaty rights, which rights were specifically reaffirmed by the Interna 
tional Court of Justice last summer. 


REMEDIES SOUGHT SINCE 1949 


This situation in Morocco was first brought to the attention of the Congress 
more than 4 years ago by American veterans who had invested savings and 
established businesses there after the war. It was debated at some length on 
the Senate floor in 1949 during consideration of the foreign aid and foreign-aid 
appropriations bills (Congressional Record, Apr. 5 and Aug. 4-5). Legislation to 
compel treaty compliance was defeated by nine votes when the majority of the 
Senate decided that the problem should be handled by the Department of State. 

In this connection the present Secretary of State, then Senator, spoke in part 
os follows: 

“Mr. Dues. In this situation, as oftentimes, I am sorry to say, the Depart 
ment of State may not have been as vigilant as it should have been to protect 
the interests of American citizens abroad. I am in entire sympathy with any- 
thing that can be done by the Congress of the United States to arouse the De 
partment of State to greater vigilance in this respect.” 
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He went on to say: 

“* * * in July 1946, the Senate by overwhelming vote approved adherence to 
the Court of International Justice, the statute of which is part of the Charter of 
the United Nations. In that adherence we accepted * * * and I read from the 
resolution * * * in relation to any other state accepting the same obligation 
the jurisdiction of the Court of International Justice in all legal disputes hers 
after arising concerning * * * the interpretation of a treaty. 

“I would certainly hope that the Senate of the United States, in a very under 
standable and perhaps legitimate effort to arouse the State Department to the 
duty of enforcing our treaty rights, should not usurp to this country the autho: 
ity to be itself the judge of the facts * * *.” (Congressional Record, Aug. 5, 
1949, p. 10816.) 

LEGISLATION IN 1950 


A year later, when State Department negotiations with French authorities had 
failed and the Department’s reports of improved conditions in Morocco were 
unsubstantiated, the present chairman of the Senate Foreign Relations Commit 
tee, Mr. Wiley, placed a memorandum on the matter in the Congressional Record 
(July 28, 1950, p. 11331) together with a statement reading in part as follows: 

“Mr. Winery. I have taken the floor on several occasions since early 1949 in 
order to protest the deplorable discrimination against American business interests 
in Morocco. 

“In all this time we have had one long series of exchanges of correspondence 
and talks with State Department officials. Time after time we have brought to 
the attention of the Department abuses of the Moroccan treaty, by which French 
officials have deliberately favored French business interests in direct contradi« 
tion with treaties 

‘Time after time we have been given assurances by the State Department that 
the abuses would come to an end, that legislation would not be essential, and 
time after time assurances and pious promises have been shown not to be worth 
the paper they were printed on.” 

As a result of the situation described by Senator Wiley, the General Appropria- 
tions Act of 1951 was amended to make compliance with our Moroccan treaties 
s condition of our economic aid to France. However, when France contended 
that our treaty position was “anachronistic” and that our rights should not be 
enforced, the United States voluntarily accepted jurisdiction of the International 
Court of Justice to determine the status of the treaties. It was agreed that 
pending decision by the Court, the law would not be applied and that both the 
treaty violations and the aid to France would be continued. 

The Department attempted to justify its arrangement by stating that the 
United States was subject to the Court’s mandatory jurisdiction. This was 
denied at the time in published legal opinion and later by the United States 
attorney, on the basis of reservations contained in United States acceptance 
of the compulsory jurisdiction of the Court. It was denied in the Senate Appro 
priations Committee's Report No. 697 to accompany H. R. 4740 in August 1951, 
which stated, moreover, that “the suit regardless of its outcome will not establish 
the treaty compliance which alone would justify the ECA payments which were 
made during the fiscal year ending June 30, 1951.” 


THE VERDICT OF THE INTERNATIONAL COURT OF JUSTICE 


On August 27, 1952, the Hague Court handed down its decision, and I quote from 
the verdict. The Court stated: 

“It is common ground between the parties [France and the United States] 
that the characteristic of the status of Morocco, as resulting from the General 
Act of Algeciras of April 7, 1906, is respect for the three principles * * * namely: 
‘the sovereignty and independence of His Majesty the Sultan, the integrity of his 
domains and economic liberty without any inequality’.” 

Also: 

“It is not disputed by the French Government that Mo6rocco, even under the 
Protectorate, has retained its personality as a State in international law. The 
righs of France in Morocco are defined by the Protectorate Treaty of 1912. In 
economic matters France is accorded no privileged position in Morocco.” 

Also: 

“The United Statcs can claim to be treated as favorably as France as far as 
economic matters in Morocco are concerned.” [Italic added.] 
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The scope of the verdict is apparent in United States pleadings which show, 
vith documentation from diplomatic records, that “freedom of commerce Coy 
ered only the traditional activities * * the principal of economic liberty guar 

teed as well the right to engage freely in business o7 industrial activities” 

28 U. S. Counter-Memorial) [Italic added. ] 


AMERICAN AND FRENCH OFFICIAL REACTION TO THE VERDICT 


Che United States, having accepted the court’s jurisdiction, applied from the 
te of the verdict certain aspects of the decision which favored France. Much 
ench opinion, as reported in the press, anticipated similar application of rul 
s favoring the United States. The Casablanca “Vigie Marocaine” of Septem- 
9, 1952, quoted Professor Gros, legal adviser of the Quai d’Orsay as saying 
t “a quota sy stem would be cor trary to the spirit of the decision of the Hague 
ause it could be considered discriminatory and restrictive of economic lib 


‘and that “it would be the same of certain taxes and concessions—on sugar, 


instance—which could be considered as measures of disguised protectionism.” 
ve months later, however, French Protectorate officials told officers of the 
rican Chamber of Commerce of Morocco at a formal meeting that: “It 


preposterous audacity to come her with claims based on the Act of 
iras, which would have been declared void had it not been for the decision 
a bunch of [here they used an obscene French expression] who sat as judges 


sue Court” (quoted from signed report of meeting ) 


FRENCH “COMPLIANCE” WITH THE VERDICT 


French regulations ‘‘to implement the Court decision” were finally announced 

October 1, 1952, and became effective October 10. They removed most import 

ensing requirements but tightened the exchange controls which the United 
States attorney had described as ‘‘a screen behind which the protectorate au 
horities can prohibit imports on a unilateral and arbitrary basis by saying that 
they are merely dealing with the internal problem of finance * * *” (p,. 29, Oral 
Pleadings). 


Specific new regulations involving special taxes, concessions, discriminatory 
controls on the letting of contracts and other protectionist measures have since 
been applied, measures condemned by the French legal adviser, Professor Gros, 
ind described by the United States attorney as “the process by which pro 
tectorate authorities pick and choose between transactions, all of which, under 
the argument advanced by the French Government, involve illegality under 
the exchange control regulations” (p. 29, Oral Pleadings). Cartels and monop- 
olies still flourish. 


SPECIFIC INEQUITIES RESULTING FROM ILLEGAL REGULATIONS 


Instances of the way the present regime works out in practice were cited by 
Mr. Edmund Stevens, chief of the Mediterranean News Bureau of the Christian 
Science Monitor in a dispatch from Casablanca on January 9, 1953. Mr. Stevens 
said: 

“An American businessman in Morocco, for example, is subject now to French 
currency restrictions. He no longer can convert his receipts into dollars to re- 
plenish his stocks or send home his profits. 

“The International Court of Justice ruled this illegal discrimination, violating 
the Algeciras Treaty. The French ignored the Hague court decision much as they 
recently snubbed the United Nations. Pegging the Moroccan currency also acted 
as a deterrent to investors other than French for the same reason that profits 
could no longer be converted. 

“One of the most tightly controlled operations is phosphate mining. As the 
mines are nationalized, revenues therefrom presumably go to the Sherifian gov 
ernment. But the entire output is sold to one French cartel at a fixed price below 
the world market price. 

“When an American buyer tried to make a cash purchase of a large amount 
of phosphate direct from the Morrocan phosphate administration for dollars, at 
a price well within the world market range, he was turned down.” * * * 

“In like manner an American with a manganese mine concession wished to 
sell his output to an American buyer for $37 a ton for direct shipment to the 
United States. He was denied an export license for the transaction and com- 
pelled instead to sell at this same price to the French Cartel. Thereupon the 
cartel sold the ore to the same American buyer at $47 a ton.” 
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Manipulation of the sugar market likewise benefits France to the detrime: 
of Moroccan economy. To permit Czechoslovakian and French. sugar to comp 
in Morocco, sellers receive premiums which are paid from the so-called equ: 
ation taxes imposed on Cuban and Morocean-refined sugar. Hungary has bes 

litted to resell Cuban sugar to Morocco at a profit in order to settle at 
yuint her debit balance under a bilateral trade agreement with France. <A 
result, the population of French Morocco is compelled to pay about 50 pereent 
more for sugar than is paid in the International Zone. This, together with ¢ 
ilarly protected excessive profits of the olive-oil cartel, cause unjustified 
‘ ost of living which are resented by every Moroccan, to why 
» among the most essential commodities 
ES DEFENSE AGENCIES PROVIDE EXCESSIVE PROFITS TO FRENCH 


( 


nse agencies with their vast 


tempting source of high profits for the Government-controlled cartels and f 


ave 
"? 


firins \ recent regulation offers premium dollars at 550 franes to any fu 

of supplies or se1 ces to our bases, provided the contract is for more that 

million franes As a French commission must approve such contracts and « 

exclude American and other vendors who lack special influence, selected vend 

are profiting by the approximately 20-percent differential between the offic 
ite our Government pays for francs and the actual frane value 


INFORMED FRENCIHILT OPINION CONDEMNS CURRENT PRACTICES 


Honest and informed French epinion recognizes and condemns this situation 
On May 27, 1953, M. Paul Reynaud told the French Chamber that combi 
and administrations have become masters of Tunisia and Moroceo “because 
have let these two feudalisms usurp the sovereignty of the people.” 

The Morocean economic weekly Exchanges, issue of February 1, 1953, discussing 

problems raised by the protection of Moroccan industry,” states: “The abuse 

of protectionism, condemned by the economists of the entire world—except th: 
totalitarian countries * leads disastrously to increases in the cost of living 
retards the movement of economic expansion and stops the development 
exportation.” 

The Moroccan economic daily, Stocks and Markets, issue of June 7, 1953 
features an article setting forth the point of view of the Bank of France which 
states “It must be remembered that our economy suffers from paralysis, and 
that is largely because our prices are at least 30 percent higher than those of 
other countries.” Analyzing the reasons for inflated prices the article condemns 
‘organizations which try to defend the privileges acquired through the regimented 
economy of wartime,” noting that the aleohol cartel costs the Government 20 


hillion frances a year and that “this is only one of many examples to be found i: 
our anarchistic system.” 


This same system is being foisted on Morocca to replace the treaty-guaranteed 
principle of economic liberty. In January 1949, Marshal Aphonse Juin, then 
Resident General, restating his belief in economic liberty as necessary to 
Morocco, told the French Section of the Council of Government: “The birth 
certificate of modern Morocco [act of Algeciras] established this solemn 
principle.” 

NO LEGAL BASIS FOR PRESENT REGIMB 


It is obvious that there is net and never has been any legal basis for this 
French Moroccan regime, that it violates our treaties, has disregarded a law 
enacted by our Congress and is now maintained with open contempt, as expressed 
by French colonial officials, for the decision of the International Court of Justice 
which both France and the United States are committed to respect. 

It is equally apparent that the illegal regulations and administrative practices 
have damaged United States trade; deprived our citizens of the right to partici- 
pate in commerce, industry, and business activities in Morocco; added millions 
of dollars to the cost of our defense projects; and in addition bave exploited 
Moroccan resources and the Morocean people for the advantage of France. 


STATE DEPARTMENT EXPLAINS ITS SUPPORT OF FRENCH POSITION 


In considering the situation, of course, it is necessary to consider the State 
Department’s reasons for defending it. If the Department has failed in “vigi- 
lance,” as the present Secretary expressed it, and has failed to carry out its 
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ssurances and pious promises,” as Senator Wiley claimed: if it consented in 
0 to pay to France millions of dollars to which France was not entitled 
der existing law, while awaiting a Court action which it had not been com- 
ed to accept; if it has taken no positive measures to enforce the Court’s 
ision handed down nearly a year ago, the Department obviously believes it 
. some rexson for this course of action 
In 1950, while opposing Moroccan legislation, the State Department and ECA 
iimed in a joint statement: 
If the French Government is compelled to remove these import and currency 
trols, this action would greatly weaken the recently achieved financial sta 
ty of the franc and would adversely affect the French dollar position. The 
sence of import controls against dollar purchases in Morocco would make it 
difficult for France to utilize effectively its dollar resources in 
eroecco * *” 
The United States attorney, however, told the Hague Court: 

“The French Government states that the degree of December 30, 1948, was 
tended to remedy this [“scarce exchange] situation. Why is it then that 
hile the United States trade position has declined considerably after the pro 
ilgation of this decree, the dollar zone as a whole continues to furnish a high 
ercentage of Morocco’s imports. * * Why does the dollar gap continue to 
den if the purpose of the decree of December 30, 1948, was to cut it off? My 
rned opponent has already stated that the deficit of Morocco with the dollar 
ne was nearly 28 billion frances for the fiscal year 1950-51, of which 11,710 

lion [about $34 million] was covered by free market imports. This is a 
ir greater deficit than that which existed in 1948, the year of free imports * * * 

Yet this greater dollar gap continues to be covered without any perceptible dam- 
ge tothe franc * * *.” (P. 24, Oral Pleadings.) 

In April of this year the State Department informed a Member of Congress: 

‘There is a large and continuing shortage of dollar exchange in both France 
nd Morocco, and this Government continues to recognize the French position 
that it is necessary to control dollar expenditures in Morocco for the same reason 
hat it is necessary to control similar expenditures in Metropolitan France.” 

(Letter, April 21, 1953, from Assistant Secretary Morton to Representative 
John M. Vorys.) 

Official statistics covering the period following application of the new decree 

October 10, 1952, follow a similar pattern to those of the period after the 
1948 decree as described by the United States attorney. 

During the first 6 months after enforcement of the new decree, Morocco’s total 
dollar imports showed little change, falling slightly as to value and rising 
slightly as to percentage of Morocco’s total imports. However, dollar purchases 
from countries other than the United States rose 120 percent in value while 
purchases from the United States fell 44 percent. During the first quarter of 
1953 (last available statistics), imports from the United States dropped 55 per- 
‘ent below their value of the corresponding period last year, to their lowest 
postwar level both in value and in percentage of Morocco’s total trade. Dollar- 
paid imports from other countries rose 66 percent to a greater value than those 
from the United States. 

A State Department memorandum of July 11, 1950, stated : 

“The bilateral agreement concluded pursuant to the mandate of Congress in 
the Economic Cooperation Act of 1948 requires France to stabilize her currency 
and take all appropriate measures to restore and maintain confidence in her 
monetary system. Controls on the importation of goods from dollar and other 
hard currency sources are considered a keystone of these measures.” 

The United States attorney denied to the Hague Court that the ECA agree- 
ment “conferred upon Morocco either the right or the obligation to control its 
exchange” (p. 82 Countermemorial). He stated further that while France has 
“a general obligation to maintain finances in sound condition * * * exchange 
control is not the only method” and that “a plurality of methods is available” 
(p. 87 United States Countermemorial). The French financial position would have 
been improved by the ending of the Indochina dollar scandal and by elimination 
of the free gold markets in Paris and Casablanca. A recent financial report 
shows that gold reserves have risen to between 5,000 and 6,000 tons. 

U.S. News & World Report in its issue of June 26, 1953, states: 

“Frenchmen with spare money send it abroad or hoard it at home in the form 
of gold or objects of art such as tapestries and paintings. With no confidence 
in the france, Frenchmen prefer to protect their capital against inflation rather 
han to seek a normal return on it.” 
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This statement is quoted from editorial comment on a recent report of experts 
appointed by the French Parliament. The editorial concerns conditions referred 
to by the United States attorney when he told the Court that the French Gover: 
ment asked for the right to “impose upon the Moroccan financial system ths 
Vicissitudes which affect its own in order to become entitled thereby to disregard 
restraining treaty obligations.’ I request that the editorial be placed in thy 
record at this point 


EXCHANGE CONTROL NOT JUSTIFIED 


Throughout its continual reiteration of its exchange-control and dollars-short 
age Claims, the Department has ignored, as now, the official statistics whic} 


refute them hese ails were repeatedly refuted by the United States at 
torney in the Hague Court, and they are so much at variance with the facts 
as known to the business community in Casablanca, that local Department of 
ficials in Morocco would scarcely make such claims. Americans in Casablan 
remember that when controls of imports and of dollar exchange for commercia 


transactions were waived in 1948, the Moroccan dollar commercial deficit an 
general commercial deficit were lower than during any year since, and they 
know that free economy and competition could reduce dollar imports and in 
crease exports now as they did in that year. They realize that large privat: 
investments would be made in Morocco by Americans, if the investors wer 
assured of freedom and safeguards and were not told by the Moroccan Finance 
Director, as quoted in a local paper of January 28, 1953, that “‘in certain fields 
* * * France insists upon keeping control.” 

If the controls were not applied to other zones of Morocco and were applied 
uniformly to all nations, France included, thus retaining Morocco’s “personality 
as a State’’—they could be challenged only as a violation of “economic liberty” 
However, as now practiced they do not apply to France, thereby becoming dis 
criminatory, and the Court specifically held that “discrimination cannot be 
justified by considerations relating to exchange control.” 

Moreover, exchange controls have no relation whatever to many treaty vio 
lations which cause loss and damage to American businesses and businessme1 
in Casablanca. The United States attorney told the Court that such violations 
included : 


“the imposition of restrictions abridging the right of Americans to reside, to 
hold real property and to open or carry out commercial or business enterprises 
in Morocco, the use of administrative pressure * * * to harass American busi 
ness, and the establishment in most fields of monopolies controlled by French 
interests to the detriment of other foreign nations” (p. 53 United States counter 
memorial) 


and that: 
“The Protectorate authorities discard all considerations of legality.” 


STATE DEPARTMENT STILL ADMITS THAT SOME “GRIEVANCES SHOULD BE REMEDIED” 


The State Department has never even attempted to defend most of these 
abuses. On the contrary, to quote a letter of July 29, 1949 from Assistant Secre- 
tary Ernest Gross to Senator Saltonstall: “The Department has repeatedly rec 
ognized that American businessmen have specific legitimate grievances in French 
Morocco that should be remedied, and these grievances have been discussed with 
the French protectorate authorities * * *.”’ This recognition of “specific legiti 
mate grievances” has continued through the years, and likewise the discussions, 
which were revived by the State Department note of January 12, 1953, already 
mentioned, requesting “early discussions * * * for the purpose of reaching a 
mutually satisfactory solution of this problem.” 

The grievances have multiplied, however, and concerning the discussions, 
protectorate officials told officers of the American Chamber of Commerce of Mo- 
rocco at a formal meeting at Rabat on January 13, 1953 that: “These discussions 
will take a long time and we presume that you, American businessmen, are less 
able to wait than the French Government.” (Quoted from signed report of 
meeting.) That was 7 months ago. 

The Casablanca ““Maroc-Presse,” on January 28, 1953, quoted “reliable sources” 
as saying that the State Department’s note called for “a note of clarification 
(eclaircissemente) from the French Government, but without any need to en- 
gage in negotiations on the subject.” 








STATE DEPARTMENT SUGGESTS THAT THERE MAY BE NO REMEDY 


State Department representatives seldom tell us, in Casablanca, that ex- 
change control regulations are helping Morocco’s dollar position or supporting 
stable exchange, or that there is any sound economic advantage derived from 
em. They seldom mention “discussions” or hold out hope of an improvement 
n our situation. They more often claim simply that the United States has no 
cans of forcing France to take any action to which France objects. That state- 
ent was interpreted for me by a Department official here in Ww ashington to mean 
that any demand for application of the Court decision, in Morocco, wou'd cost 
he United States all further assistance and cooperation from France in seeking 

ir mutual objectives. 

Such a view expressed by United States representatives is naturally reflected 

local French opinion, and in French Moroccan official action, which is becom- 
ing increasingly arbitrary and confident. It colors much of the local press 
comment on French-American relations. On March 26, 1953, the Paris edition 
f the New York Herald-Tribune commented that “French newspapers used the 
start of the critically important French-American aid negotiations in Washington 
yesterday to agree wholeheartedly with almost all the American critics of 
French practices, but to add that there seemed scant hope for an improvement.” 
[Italic added.] 

If the Department’s considered opinion is as stated above, we believe this 
opinion should be frankly expressed in Washington as it is in Casablanca; to 
Congress and to the American people, as it is to American businessmen whose 
interests are at stake. We believe that Congress should be informed of the 
facts, as shown by official statistics and by the pleadings of the United States 
attorney, in this situation, and permitted to make decisions based on the facts. 

We urge that action be taken to enforce the decision of the International 
Court of Justice; that Americans be justly compensated for business losses 
caused by the Moroccan decree of December 30, 1948, which was unanimously 
declared illegal by the Court; that Americans be reimbursed for customs over- 
charges which the United States attorney described “as much as three times 
the assessments on identical imports by others” and which, under the Court’s 
ruling are shown to have been illegally applied. 

We urge that enforcement of the Court verdict be made a condition of assist- 
ance other than direct military assistance to France, by including the attached 
proviso in the appropriations act. 


Mrs. Ropes. My statement concerns conditions in French Morocco, 
particularly the French refusal to apply an International Court ver- 
dict and the means being used to enforce the French regime. 

I realize you are under pressure for time, and all I want to do is 
in a few minutes to mention something that happened yesterday, 
which I think does more than anything else to explain what I am 
trying to say 

I was yesterday shown a copy of a cable from the American Cham- 
ber of Commerce of Morocco to the United States Chamber of Com- 
merce, stating that they were not supporting any efforts of mine to 
bring the situation to the attention of Congress. I had never claimed 
that the chamber of commerce was supporting me, because I knew 
they had been threatened with reprisals from the French if they took 
any active means to get attention from Congress, and they had issued 
a statement to the press that none of them would attempt to com- 
municate with any Members of Congress. 

I sent this committee a reply to that cable, mentioning a report of 
an official meeting between the French authorities and the officers of 
the chamber of commerce on January 13, in which Major Simone, 
the president of the American chamber, was told that if the chamber 
continued demands for enforcement of the ICJ verdict— 


not only the majority but the minority willing to accept the French proposals 
would be subjected to French reprisals. 
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I also called attention toa statement of May 22 from Major Simon: 
to the consul general saying that following the threats the chamber’s 
75-percent French membership could not adhere to the plan to present 
the situation to Congress, and that the chamber while still holding 
previously announced views must depend on United States diplomacy 
for help. 

I said also in my telegram that went to every Member of Congress 
who I thought might have had the original cable that reprisals of 
which I have reliable reports probably necessitated an open denial of 
participation in my effort to report a condition which threatens im 
portant United States interests in Morocco. T know enough of the 
situation to know that they must have felt te ed to send the cable 

All I want to do is to give you a brief résumé of the events leading 
up to that. 

On October 7, after the court verdict, the board of directors of the 
chamber held a meeting to examine the effects of the Court decision 
and issued a press release stating that it was decided to the unanimity 
of the members present to continue their efforts by every means 
available to obtain in Morocco the total economic liberty which alone, 
in their judgment, will conform with the Hague verdict. This de 
cision appeared in the local press the following day. That is quoted 
directly from the report of the chamber’s meeting. 

On October 8 a cable, signed jointly by the chamber and the Ameri 
can Legion post, was sent to the Senate Appropriations Committee 
asking enforcement of United States treaty rights previously required 
in the committee’s reports and now reaffirmed by the International 
Court. 

On October 20 the chamber informed its membership of the ap- 
pointment, by 16 American exporters in the United States, of Mr. 
Phineas Tobey, New York attorney, to defend their interests in ac 
cordance with the court decision. 

On October 24 the chamber issued a four page memorandum analyz- 
ing the Court decision in relation to current illegal regulations and 
practices and stating what, in its opinion, would constitute compliance 
with the verdict. 

In the meanwhile, on October 10, the protectorate had put into 
effect new regulations purportedly to implement the Court verdict. 
The results of the new decree, more restrictive and discriminatory 
than any that had gone before, are given in detail in my prepared 
statement for the record. 

But on January 13 French officials invited officers of the chamber 
of commerce to a meeting in Rabat to discuss the situation. I have 
copies of the formal report of that meeting, which states, at one point, 
that the president of the chamber, Major Simone, was told that if 
the membership continued its efforts for enforcement of the Hague 
decree— 
not only the majority but the minority willing to accept the French proposals 
would be subjected to French reprisals. 

That was what I quoted in my telegram in reply to this cable that 
was shown to me yesterday, that I have already circulated to various 
Members of the Senate and to Congressmen. 

The chamber, notwithstanding its membership is about 75 percent 

French, ignored the threats and announced its plan to carry its com- 
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ints to Congress. They announced it at a cocktail party in Casa 

inca, after it was agreed to. 

The results of that announcement were immediate and drastic. 
(he chamber reversed its stand and announced through the press 

at its membership had agreed to abandon its activities, and had 
creed not to communicate with any Member of the United States 
Congress. That came out in the press, that the American Chamber of 
Commerce had agreed to support the French program and would not 
ommunicate with any Member of Congress. 

(bout. May 1 we received in Casablanca a copy of a letter from 

e State Department to the Honorable John M. Vorys. This stated 

iat the consulate general at Casablanca had re ported ‘the mi jority of 
\inerican businessmen there as satisfied with the situation and fur- 
thermore that the chamber had voted unanimously to abandon its 
Washington campaign. 

On May 22 Major Simone, the president of the chamber of com 
merce and the author of the cable that was shown me yesterday, told 
the consul general that the vote mentioned by the State Department 

s the “unanimous vote of the chamber” was actually a decision of the 
board of directors. He explained that after French threats the cham- 
ber’s French membership was unable to adhere to the plans for an 
active campaign and that the chamber would depend on United States 
diplomacy for help. That is the other item I quoted in the telegram 
1 sent to Members of Congress yesterday. 

Major Simone stated further that the chamber’s policy and objec- 
tives remained as set forth in its circular of October 24, mentioned 
tbove, in which the American Legion post concurred. (The Legion 
believes these objectives will not be obtained without congressional 
action. Its own memorandum of July 6, prepared by request of the 
consul general, is filed vith your committee. ) 

1 have documentation for every statement made above, and much 
of this material is filed with your committee. I have a folder here, 
sir, with these reports of meetings, with the signed reports still 
Casablanca, 

‘There is just one more thing, if I have time, which I would like to 
mention. That is that Americans in Casablanca are being subjected to 
a situation which Edmund Stevens, chief of the Mediterranean News 
sureau of the Christian Science Monitor described in 1 of a series of 
articles he prepared after an extensive tour of French North Africa 
in January. That was following the outbreaks in Casablanca. We 
saw Mr. Stevens at Casablanca at that time. He talked with many 
people and made a thorough investigation. He wrote 7 articles, 1-of 
which I have quoted on a different subject in the report I have placed 
in your record. 

This much I have quoted from one whieh appeared on January 7. 
He said: 
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Turning their backs on the U. N. the French preferred to rely instead on 
force—on those modern police techniques which have proved all too often that 
Wholesale arrests, prisons, concentration camps, and automatic weapons can 
prevail over moral issues—for a time at least. 


Mr. Stevens goes on: 


I broached this subject to my neighbor at a dinner party, a gentle, elderly lady, 
the wife of a retired official. * * * Her comment was: “Yes, the more they killed 
the better; it’s the only way to teach those savages a lesson.” 











He continues: 


The views of French north African colonials by no means are shared by the 
metropolitan French. * * * Ultimately, it is the Moroccan French who shape 
French policy toward the protectorate * * * lower administrative echelons 
especially the police, are staffed by colonial French * * * economic power and 
wealth are concentrated largely in the hands of the colonists, * * * 

Their financial and political connections with the mother country enable them 
to maintain a powerful political lobby. And though they have no elected repre 
sentatives, they can muster enough parliamentary support to exert strong in 
fluence on the Government, especially in this time of unstable equilibrium when 
French Cabinets are especially sensitive to pressure groups. 

That is the end of the quote from Mr. Stevens. 

The police state methods which Mr. Stevens mentions in the passage 
above and which are to some degree being applied to Americans as 
well as Moroccans are symptomatic of the French colonial attitude 
largely responsible for the Moroccan problem. 

The contrary views which he also mentions of certain patriotic 
French leaders and most citizens in metropolitan France offer hope 
for an ultimate solution of the problem, indicating as they do that 
if ever any restraint is placed on the brutal excesses of colonial officials 
and those who support them in power, such restraint will not be with- 
out wide support from the people of France. 

I have documentation, also, for much of that material. 

I am not concerning myself too much with political issues, but per- 
haps the best evidence I can offer you now of the fact that this condi- 
tion exists is the fact that I am here at all. I have spent much of the 
years since 1945 in Morocco, not only in Casablanca but also in the 
mountains. We have been down in the Berber country. We are 
well acquainted with Moroccans. 

I feel that the oppressive measures of the French are causing a 
situation that can lead to outbreak. That is the only reason I con- 
sented to come over, when no one else was able to leave and come. The 
Americans there are having too much difficulty in keeping afloat. 
When they put it up to me and said that they would send me over here 
if I would come, I said “Yes, I will start any day you can get me a 
round-trip ticket, because as an American I feel that while this is a 
little bit out of my line and I am not the one to do it I cannot be satis- 
fied unless ] go over and make what effort I can to bring this situation 
to the attention of Congress.” 

I hope you may find time to read the statement I have put into the 
record. 

Mr. Taser. Thank you very much, Mrs. Rodes. 

Mrs. Roprs. Thank you very much, gentlemen. 





SaTuRDAY, Juty 11, 1953. 





Unirep Nations INTERNATIONAL CHILDREN’S WELFARE FUND 
WITNESS 


MRS. RICHARD RADUE, OF THE NATIONAL CONGRESS OF PARENTS 
AND TEACHERS 


Mr. TABER. Mrs. Radue, the committee will be vlad to hear from 

you. 
' Mrs. Rapur. Iam Mrs. Richard Radue, a member of the Washing 
ton committee on legislation of the National Congress of Parents and 
feachers. I am submitting a statement for Mrs. Clifford Jenkins, 
our national chairman of legislation, which I wisn to read for the 
re ‘ord. 

Mr. Chairman and members of the House Appropriations Com 
mittee, the National Congress of Parents and Teachers, with its 
nearly 8 million memberships and 40,000 PTA’s throughout the 
country, is concerned with the welfare of children in ail parts of 
the world. It is our deep convictio mn that the lives of our own ehil 
dren are permanently and inextricably bound up with the lives of 
children everywhere. We feel that this program has permanent 
value in the development of the children who will be the states- 
men of tomorrow. Therefore, we have consistently supported the 
work of the UNICEF. 

On April 20 of this year our national president, Mrs. Newton P. 
Leonard, sent a letter to each Member of the Congress expressing 
our concern that the request for the already authorized appropriation 
of $9,814,333 for the UNICEF was omitted from the second supple- 
mental appropriation bill. We deeply respect the courage required 
in the serious business before this committee in its every session, 
At the same time we plead for the continued vision to see that a com- 
mon concern for children among the people of the world may very 
well become a channel for the understanding which is basic to a 
peaceful world. 

The National Congress of Parents and Teachers would applaud 
your favorable and early action on this appropriation as further 
evidence of our recognized and acknowledged stake in this program 
for international children’s welfare work. 

Mr. Taper. Thank you, Mrs. ‘Radue. 

Mr. Gary. Mr. Chairman, in connection with the President’s re- 
quest for funds to support the work of the United Nations Interna- 
tional Children’s Emergency Fund, I should like to introduce at 
this point in the record of hearings a most interesting letter I re- 
ceived recently from a resident of my district. It comes from one 
who was a child in Germany in the bitter hungry years at the end 
of World War I, and explains itself. The letter is so brief and ef 
fective that I should like to read it to the committee: 


Dear Str: Out of an experience of 20 years’ life and work with children, in 
Germany before the war, in England during the war, and for the last 4 years 
in this country, of which I am much looking forward to being a citizen soon, 
I feel very strongly that any time or money spent for children in need of any 
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kind is of utmost valne and importance, both for its immediate and its futur 
implications 

This. therefore, is to ask you to please give your vote to the bill for continu: 
support of UNICEF. 

[ was, incidentally, among the children who, in 19820 in Germany, were fi 
by the Quakers through President Hoover's aid plan. I suspect that the growi 
of my good feelings toward this country started right there—with the won 
ful and incredibly white buus and the chocolate milk we had not know existed 
this world 

Sincerely yours, 
(Miss) Margarete Himscu 

RicHMOND 26, VA 


\ 


Mr. Taner. Thank you. 
Mrs. Rapur. Thank you very much. 


SATURDAY. JULY 11, 19! 
Unrrep Nations INTERNATIONAL CHILDREN’S WeLFarRE FuNp 
WITNESS 


MRS. MARGARET F. STONE, CHAIRMAN, CITIZENS’ COMMITTEE FOR 
U 


Mrs. Taper. Mrs. Stone, we will be glad to hear from you. 

Mrs. Srone. Mr. Chairman and members of the committee: I want 
to thank you for this opportunity to come here this evening. 

Iam Margaret F. Stone, chairman of the Citizens’ Committee foi 
UNICEF, and chairman of a group of legislative representatives of 
various national organizations which support continued United 
States participation in the United Nations International Children’s 
Emergency Fund—UNICEF. The organizations for which I an 
authorized to make a joint statement are : 

American Association of Social Workers 

Child Study Association of America 

Child Welfare League of America 

Friends Committee on National Legislation 

National Council of Jewish Women 

National Board of the Young Women’s Christian Associati 

United Church Women 

Woman’s Division of Christian. Service of the Board of Missions 
of the Methodist Church 

Women’s International League for Peace and Freedom 

Members of these organizations have had a continuing interest in 
the International Children’s Emergency Fund since it was established 
in 1946. They have followed its work on four continents aid are 
informed about its program. All of these organizations have shown 
their approval of the program and the fund’s administration of it by 
voting to support continuing United States contributions to UNICEF. 

As you know, of course, there has been a change in emphasis of the 
program since the fund started operations in 1947. From 1947 to 
1950 it was mostly a question of mass feeding of starving and home- 
less children in the war-devastated areas of Europe. Since 1950 the 
projects have been concentrated in the underdeveloped countries of 
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\frica, Asia, and eastern Mediterranean, and Latin America. Long- 
inge programs at present take up 85 percent of the allocations, while 
he remaining 15 percent goes to emergency relief of children suffer 
ng from the effects of floods, fires, famine, or other catastrophe. 

These long-range programs include mass campaigns against the 

ppling diseases of childhood, and the provision of equipment for 
ocal production of insecticides, saltdhdbion, vaccines, and serums; 
utrition demonstrations using dried skim milk, fats, fish-liver oil, 
et cetera, and also the provision of equipment for milk-drying and 

ilk-pasteurizing plants to assure better use of locally available milk 
for children; and last—but by no means least—assistance to maternal 
ind child welfare services through equipment and supplies for rural 

alth centers and other children’s institutions. These centers are 
u +d not only to provide direct services to mothers and children, but 
ilso as training centers for much needed workers. 

Right here may I say that I realize what heavy responsibilities you 
ventlemen of the Appropriations Committee have on your shoulders, 
ind IT know that the appropriation for UNICEF is just one item— 
ind a relatively small one—among the many that are being con 
sidered. The organizations for which [ speak requested time for a 
a f statement only because they believe so thoroughly in the work 

INICEF is doing and that the returns on the relatively small in 
vestment are almost L00-fold. I refer not only to the he althy bodies 
of the future citizens and possible leaders of the world, but to the 
vood will toward the donor countries and the United Nations created 
in the hearts of the mothers and fathers of these children, and the sense 
of responsibility and worthwhileness of their jobs engendered in the 
countless native doctors, nurses, social workers, and midwives either 
trained or brought into participation in the projects being carried out 
in their own countries. 

Probably the most significant feature of the fund’s operation is 
that it is a self-help program, since it is built on the principle of 
internal matching. To begin with, each country requesting help 
must submit a plan showing what its government will do to further 
the project, including the ability to continue the work on a permanent 
basis after UNICEF moves out. When the plans have been approved 
by the Executive Board of UNICEF, the receiving government signs 
a contract agreeing to furnish at least an equivalent amount of its own 
funds to the project in its country. Asa matter of fact, the recipient 
countries all along have done much more than this. For example, 
in 1952 they provided funds from their own resources amounting to 
$23,616,000 as against UNICEF program allocations of $13,329,000. 
In other words, they almost doubled what they had given. 

Another important factor is the close cooperation that exists between 
UNICEF and the World Health Organization, the Food and Agri- 
culture Organization, the Technical Assistance Administration of the 
United Nations and the U. N. Department of Social Affairs, 
UNICEF furnishes equipment and supplies, and the other agencies 
furnish technical aid. Through this cooperative effort, countries are 
shown how to set patterns for carrying on permanent child health 
and welfare services. In the Philippines today, for example, mothers 
can take their children to rural health clinics developed as an out 
growth of a training center aided by UNICEF until September 
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1951. Similarly, at Sarawak in Borneo mothers continue to bring 
their children in increasing numbers to a maternal and child health 
center started by UNICEF. These examples could be multiplied 
many times. 

And so, if I may, I should like to make a double plea for funds 
for UNICEF. The last contribution made by the United States Gov 
ernment was a year ago, July 1952, in the amount of $6,666,667. The 
House Appropriations Committee had recommended the appropria 
tion of the full amount authorized—namely $16.481,000—and since 
the authorization is valid until December 31, 1953 (by the terms of 
Public Law 400), the organizations for which I speak urge that the 
balance, or $9,814,333, be appropriated to fill the gap between now and 


eniendar 1994. As of June 1953, 39 governments other than the United 
States had contributed or pledged funds to UNICEF in 1953, and 
certainly for the United States to carry its share is no more than fitting 


and proper. 

For calendar 1954 we urge the appropriation of $9 million, recent] 
authorized. 

Our organization feels that there is no more constructive purpose 
than that of making sure that the future citizens of the world will 
have had a concrete demonstration that the freedom-loving countries 
do care what happens to children. 

Mr. Taper. Thank you, Mrs. Stone. 

Mrs. Strong. Thank you. 





SatrurpDAY, Juny 11, 1953. 
Mutvat-AssIsTANCE PROGRAM 
WITNESS 


JUSTIN BLACKWELDER, ON BEHALF OF THE ATLANTIC UNION 
COMMITTEE 


Mr. Tarner. Mr. Blackwelder, we will be glad to hear from you at 
this time. 

Mr. Brackwetper. Former Supreme Court Justice Owen J. Roberts 
himself hoped to be here, but. he had short notice and could not make 
it; so, he read this statement to me over the telephone and asked me 
to read it to you. 

Mr. Taper. You may proceed. 

Mr. Brackwewper. On behalf of the Atlantic Union Committee, I 
urge your committee to endorse in full the President’s request for 
$5,828,732,000 for extension of the mutual-security program. We be- 
lieve that at least this full amount is now essential for adequate pro- 
motion of our national security as well as for the successful operation 
of NATO, our primary bulwark against another world war. We be- 
lieve, further, that any reduction in the amount-requested by the 
President will be at the expense of our national security and our 
prospects of peace. 
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Che Atlantic Union Committee comprises many thousands of mem- 
bers throughout the country organized in 140 chapters and a national 
ouncil of nearly 600 leaders in most areas of American life. It has 
promoted the Atlantic Union resolution which had the support of 

re than one-fourth of the Members of each House of the 82d Con 
cress. In accordance with recent decisions of its board of governors 
the committee seeks to bring about an official convention of citizen 
lelegates from democracies to exp lore the most effective and demo 

itie way to strengthen the unity or union of the free, and sup 
orts every action and measure which will promote an integration 
the free peoples and thus repel the forces of Soviet communism 

The importance of the mutual-assistance program relating to West 

Kurope for our national security , for the successful development 

NATO, for victory in the cold war and for the future of freedom, 

underlined by three facts pointed out by the Secretary of State on 
May 5. 

The NATO Allies now have a 3-to-1 lead over the Soviet bloe 
n production of steel, but if Russia could gain control of Western 
Europe the ratio would be about 50-50. This fact is the more signifi 
int’ because the steel production of all other parts of the world 
dwarfed by that of each of these areas. 
NATO was founded, our allies have contributed three times 
is much to Atlantic defense as we have contributed aid to them. 

This program will produce more security for the American peo 
ple than we could get by spending the same amount of money on a 
purely national program. In other words, this program provides 
cheaper defense for America. 

\ fourth fact, of particular significance in this atomic age, is 
strategic in nature. Our NATO alliance possesses bases many thou- 
ands of miles nearer to Russian production centers than Russian 
bases are to American cities. If Russia should succeed in gaining 
control of Western Europe, this strategic relationship would be re 
versed and the danger of atomic attack on our country immeasurabl) 
increased. Consequently, the unity of the North Atlantic community 
and the development of NATO are of vital personal concern to every 
\merican family inhabiting one of our great cities. 

In the light of these four facts, the benefits to the American people 
of the program requested by the President and the damage to their 
highest interests entailed in curtailing this program are readily ap 
parent. I, for one, would not wish to bear the responsibility of redue 
ing the mutual-security program now believed to be essential by Presi 
dent Eisenhower, whose judgment on this question is given unique au 
thority by his unparalleled experience in the defense and sec urity 
of our country. 

Mr. Taner. Thank you, Mr. Blackwelder. 


Mr. Brackwevper. Thank you, sir. 


”?. Since 


35928—53——_47 
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Mr. Tarver. I am in receipt of a letter from Mr. George J. Hecht, 
publisher of Parent’s Magazine, which I should like to insert in the 
record at this point. 

(The letter is as follows:) 


PARENTS’ MAGAZINE, 
New York, N. Y., July 14, 1958 
Re appropriation for mutual-security program. 
Mr. JOHN TABER, 
Chairman, House Appropriations Committee, 
The Capitol, Washington, D. C. 


DeAR Mr. Taser: I am in no way connected with the United Nations Int: 
national Children’s Emergency Fund, but after a trip around the world whi 
my wife and I made recently I would like to share some of my observations w 
you and your committee and tell you why I believe money spent by the Unit: 
States for international child welfare work is a sound investment. Will you 
kind enough to insert this letter in the record of your hearings on the mut 
security appropriations 

As my wife was a teacher, and as I am deeply concerned about the welfare of 
children, we went out of our way in each country to observe the conditions 
children and to learn what the leading organizations were doing to better the 
conditions. No one who hasn’t been to Asia can visualize the unbelievably ba 
conditions under which the vast majority of the people live. The suffering is 
great that the people are ripe for the communistic propaganda that is bei: 
continually spread among them. We ourselves saw many sound trucks flyin 
red banners going through the villages in India and in Bangkok in Thailai 
blasting out their insidious communistic propaganda, with their promises 
better conditions. 

Children crippled from yaws or suffering with malaria or tuberculosis make for 
the most unhappy kind of homes. It is my considered conviction as a busines 
man, quite aside from the fact that I am interested in the welfare of childre: 
that the most inexpensive and most effective way to combat communism 
southeast Asia where the Reds are now concentrating their efforts, is to improve 
the conditions of children in the homes of the suffering people. 

Yaws, a highly contagious disease prevalent throughout southeast Asia 
cripples a child for life. Yet it can be cured in its early stages by a 15-cent 
injection of penicillin. On a plane from Bombay to Delhi, I was lucky enough 
to spend more than an hour talking with Rajkumari Amrit Kaur, the Health 
Minister of India. She told me that the United Nations International Children’s 
Emergency Fund was helping India to build their first penicillin factory. India 
is providing the land and the building and the children’s fund, generally referred 
to as UNICEF, is equipping the factory. What more intelligent and inexpensiv: 
way to combat yaws and other diseases than to help India build a_ penicillin 
factory which it can use to fight this dread disease of childhood. 

I was told also of the injections that are being given to hundreds of thou 
sands of children to immunize them against tuberculosis. One-half of the chil- 
dren of India die before they are 10 years of age. There are hundreds of 
thousands of villages in India without a doctor, without trained nurses and 
with no hospital anywhere in their vicinity. In case you haven’t heard the follow 
ing statistic, it is something to ponder over. Of the 900 million children in the 
world, 500 million live in villages and small districts without a hospital, with 
out a doctor, and without a public health nurse. 

In Burma, Mme Aung San, widow of the liberator of Burma and its first Prime 
Minister, now in charge of the country’s maternal and child health work, took 
us to visit one of the first schools for midwives that has been established in 
Rangoon. The local government has provided for the school and its maintenance, 
and UNICEF has supplied the sterilizer and other necessary surgical equip 
ment. One-third of the babies in Burma die before their first birthday. 

In Thailand, Dr. Pierra Hoon Vejjabula took us through some of the child 
welfare centers that are being started with the aid of UNICEF. UNICEF 
is providing the DDT which in 3 years they hope will eliminate malaria—a 
great killer of children 
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| could go on for far more time than you can give me to tell you of the funda 
ental child health work being done by UNICEF which I saw with my own eyes 
Based on my wide knowledge of child welfare work, I sincerely believe that 
NICEF is the greatest child welfare effort of all time. During its 7 years, 
as aided directly more than 60 million children in 72 countries. And in 
} it aims to reach more than 25 million mothers and children 
nquestionably UNICEF is the most universally acclaimed of all United 
tions activities. Sixty-two foreign nations are contributing financially to its 
pport, many of them regularly year after year It is building international 
odwill for the United States 
rhe American people who know about UNICEF are sold on it Many in 
iduals contribute directly to the fund and others support it by buying UNICE] 
Christmas cards. A great number of women’s and church organizations are 
ively supporting adequate United States appropriations for UNICEF. I was 
d to read recently that the Pope in Rome has issued an appeal for continu 
¢ world support of UNICEF 
In the underdeveloped countries of the world, the Communists are current] 
iking their greatest efforts. Crippled, malarial, and tubercular children in 
he home make families easy prey for Communist propaganda UNICEF is 





ot only doing a great, popular humanitarian job, it is also the most economica 
nd effective way to fight communism. 

I strongly urge that the $9 million authorized for UNICEF be appropriated 

r the calendar year 1954, and also the $9.8 million anthorized by the S2d 
Congress for 1953. As of June 1953, 39 other countries had already paid or 
pledged to UNICEF their contributions for 1953 but as yet the United States has 
ot given anything for this year. The other countries have put up two-thirds 
of the money required of them. The United States is morally committed to put 
ip the $9.8 million for 1953 that was authorized but not appropriated 

Sincerely, 
GeoRGE J. Hecuat, Publisher 


(The following is information requested on p. 67. Other informa 
tion ineluded in the request has been furnished to the committee. ) 
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